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THURSDAY, APRIL 23, 1953 


Unitep States SENATE, 
CoMMITTEE ON AGRICULTURE AND ForEsTRY, 
Washington, D. C. 

The committee met, pursuant to call, at 9:33 a. m., in room 324, 
Senate Office Building, Washington, D. C., Senator George D. Aiken 
of Vermont presiding. 

Present: Senators Aiken (chairman), Young, Thye, Mundt, 
Schoeppel, Hoey, and Holland. 

The CuarrMan. The committee will come to order. Yesterday we 
finished with general testimony on the subject of exports and imports 
and their effect on farm programs and farm prices in the United States. 
Today we get into the field of the different commodities, taking up 
first the question of the matter of exports and imports of grains. 

We have had a large number of requests to be heard. We will do 
the best we can. It will be very helpful if the witnesses will hold their 
testimony to as near 10 minutes as possible. If there are long state- 
ments to be made we will be glad to have them in the record, so that 
the record will be complete. We also must have time for questioning 
if members of the committee are so disposed after hearing the 
witnesses. 

The first witness this morning will be R. L. Gastineau, Foreign 
Agricultural Service, Department of Agriculture. We will hear 
first the members of the Department of Agriculture who will give 
us factual statements. 

Go ahead, Mr. Gastineau. 


STATEMENT OF ROBERT L. GASTINEAU, HEAD, GRAIN DIVISION, 
FOREIGN AGRICULTURAL SERVICE, UNITED STATES DEPART- 
MENT OF AGRICULTURE 


Mr. GastineEAvu. Mr. Chairman and members of the committee, 
the story of the world grain trade—in the 7 full marketing years 
since the close of World War II—is one of sustained high level ac- 
tivity. Compared with prewar totals, greatly increased exports of 
wheat and wheat flour have much more than offset declines in world 
trade in rice and coarse grains. 

The story is also one of recovery and rehabilitation from the dis- 
locations of war accompanied by fundamental shifts in supply-demand 
relationships as a result of boundary changes, population shifts and 
increases, and sweeping political and economic changes in many 
important surplus and deficit grain areas of the world. Through all 
of these years, international tension and unrest have been—and still 


are—a dominant factor in the situation. 
285 
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Of particular significance to the discussion at these hearings is the 
role the United States has played as an exporter of grain thus far in 
the post-war period—and what might be ahead for us in the future. 

Briefly summarized, the role of the United States has been that of 
principal source of supply for wheat and coarse grains especially 
corn and sorghums—and an important source of supply for rice. By 
commodities, the outline of our foreign trade in grains since World 
War II is about as follows: 

Wheat: The importance of the United States as a source of supply 
for wheat and wheat flour in postwar world trade has been noted 
many times in recent years. By the end of June last year, our total 
exports for the 7 years beginning July 1945 had reached 2.9 billion 
bushels—an annual average of about 415 million bushels cf wheat 
and wheat products during the period. 

The 7-year period is replete with records—195 million bushels of 
es ‘at exported in the form of flour during 1946 47; nearly 60 million 

ishels total wheat and flour in a single month: April 1951; more 
a 26 million bushels of wheat as flour in a single month—May 1947. 
The all-time peak was reached in 1948-49, when total wheat and 
flour exports reached 503 million bushels. This was the largest total 
ever moved in a single year by an individual exporting country. 
Indeed, our wheat and flour exports during that year exceeded domes- 
tic consumption for food in the United States by more than 20 
million bushels. 

These records are mentioned here only to illustrate the capacity, 
judged by past performance, of the wheat industry of the United 
States. 

The distribution of this tremendous quantity of wheat and flour, 
by continents and by years for the period under discussion, is shown 
in table 1. The major deficit area is, of course, represented by Western 
Europe, including the United Kingdom, which absorbed 64 percent 
of our total exports. Asia, with 22 percent, and the Western Hemi- 
sphere—Latin America—with 11, account for most of the rest. 

Many countries throughout the world have looked to the United 
States as a source of supply for wheat and flour. Some countries, 
such as France, India, and Brazil, for example, have been in and out, 
with fairly heavy requirements during individual years of the 7-year 
period. But for the entire period, Western Germany has been by 
far the largest market, with an average annual import of 87 million 
bushels—68 wheat and 19 flour. 

Japan is next, with an annual average of 41 million busbels, mainly 
wheat as grain. Next in order come Italy, 35, and the low countries, 
35. Other sizable markets during the period include Greece, the 
United Kingdom, France, Austria, and India. The Latin-American 
countries, as a group, and parts of Asia represent traditionally impor- 
tant flour markets, but bere again European countries have afforded 
the largest market. 

The foregoing statistical review will serve to illustrate the fact 
that the United States has been the leading exporter of wheat and 
flour in every year since 1945-46. Our position in relation to other 
wheat-exporting countries, together with total world wheat exports 
by years, is shown in table 2. 

Approxims itely 46 percent of the 7-year total world trade in wheat 
and flour has come from this country. Included among the factors 
that have characterized this position are these: 


a 
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(1) An abnormal world demand for wheat especially during the 
od years ; 

A willingness on the part of the United States Government to 
assume supply responsibility for many of these requirements—approx- 
im: — 55 percent of the total—through various foreign aid programs; 

The ability of our wheat farmers to produce—aided by gen- 
ps favorable weather and the incentives of the domestic price 
support program; 

(4) The capacity of private enterprise—the grain trade, milling 
industry, and our transportation system—all cooperating with 
Government to move unprecedented quantities of wheat and flour. 

During the current marketing season exports of wheat and wheat 
flour are expected to total about 325 million bushels. This is a 
decline of 150 million bushels from the 1951-52 export of 475 million, 
but the total is well above the long-time average of about 210 million 
bushels. 

Declining exports this year reflect mainly the record world wheat 
harvest in 1952. Total world production last year was 840 million 
bushels larger than the 1951 crop of 6,480 million bushels. Sig- 
nificantly, most of the increase was in other exporting countries— 
and all-time record crop in Canada, the largest crop since 1940-41 
in Argentina, and an above-average Australian crop. Minor exporters 
such as Turkey, and France and Frencb North Africa also reported 
gains. 

These increases in supplies . wheat available for export from sources 
other than the United States, together with an easier supply position 
in many important deficit areas, will result in a decline in total world 
trade in wheat during 1952-53 of about 10 percent from the record 
level of better than 1 billion bushels in 1951-52. Increased exports 
from other areas are expected to offset only partly the reduction in the 
United States trade. 

As to the ekere of our wheat exports, forecasts are hazardous. 
Much will depend, of course, on the outcome of world harvests in the 
coming ate The final decision here and elsewhere on renewal of 
the International Wheat Agreement will also have an important 
bearing on the level of exports in the near future. Given no worsening 
of the present international situation, however, and assuming that 
the trade will have some means of bridging the price gap and com- 
peting effectively whenever domestic price support programs hold 
prices in the United States above those prevailing in world markets, 
it seems reasonable to expect that our wheat exports could be main- 
tained in a range of 200 to 300 million bushels during the next few 
years. 

Rice: The world rice trade is dominated by Burma, Thailand, and 
Indochina, the countries forming the so-called rice bowl of Asia. 
Before World War II, the 3 countries accounted for about 72 percent 
of the world net exports of rice. In recent years, these countries 
still accounted for about the same percentage, but total world trade 
has shrunk to little more than half its prewar level even though world 
rice production is now above prewar. The reduction in exports from 
the rice bowl is largely due to unsettled conditions in Burma and 
Indochina, and to increased domestic needs because of larger popula- 
tions. 








288 FOREIGN TRADE IN AGRICULTURAL PRODUCTS 


Major shifts in trade have taken place within the bowl. Where 
Burma was most important with 37 percent of the world net exports 
in the prewar period, that country had only 28 percent in 1951. 

On the other hand, Thailand—Siam—which had 17 percent prewar 
had twice that percentage in 1951. Exports from Indochina, which 
were about 18 percent of world trade before the war, have dropped 
sharply. Taiwan—Formosa—and Korea in normal times constitute 
the next two important exporters in Asia. Taiwan exported larger 
quantities in 1951 than a year earlier mainly to Japan and Korea 
The latter country is now a net importer. 

World rice production in 1952—53—available for consumption during 
the current year—will be the largest on record and will exceed the 
1951-52 crop by a considerable margin. Producers expanded their 
acreage in all of the continents, and good crops have been harvested 
in most countries. 

The world’s total crop is currently estimated at 125 million short 
tons—amilled rice basis. This represents an increase of 7 million tons 
over the 1951-52 crop and of 7.7 million tons over the average, 
1935-36/1939-40 output. 

It is especially significant to note that the largest increases occurred 
in the major rice-importing countries of the world. Thisshould result in 
some easing of the tight supply-demand relationship of the past year, 
although import requirements will continue to exceed export availa- 
bilities by a wide margin. The United States crop this year, 1952-53, 
of 2,433,000 tons is a record and is 143,000 tons larger than a year ago. 

Despite the fact that the United States rice crop accounts for only 
1 percent of world rice production, the United States was the third 
largest exporter of rice during the past year. Of a total 872,000 short 
tons of milled rice exported, two-thirds were shipped to Asia, primarily 
to Japan, Korea, Ceylon, and Indonesia. 

The unusually large sales of United States rice to Asia during the 
past year were possible because of (1) limited supplies available for 
export from southeast Asia, (2) rising prices in that area, and (3) 
availability of dollar exchange in some importing countries as a result 
of our defense program. 

Preliminary indications point to a continued active export demand 
for United States rice during the coming year, but the actual level of 
exports will probably depend to a large extent on the military situation 
in Korea. 

Coarse grains: Although the United States has been the principal 
source of supply of coarse grains—especially for corn and sorghums— 
in most years since the war, out total exports have, in contrast to 
wheat and rice, been only a very small part of total production and of 
domestic utilization. 

The 7-year (1945-51) annual average export of corn, sorghums, 
barley, oats, and their products, was 3,750,000 long tons. In recent 
years the total has ranged from 4.5 to 6 million tons, mainly as a 
result of a decline in the importance of Argentina—former ly the world’s 
largest exporter of corn—as a source of supply. 

In recent years, also, our exports of coarse grains have been offset 
to a considerable extent by imports into the United States of feed 
wheat, oats, and barley from Canada. The extend to which our 
foreign market for coarse grains can be maintained in the near future 
will depend to a large extent on the recovery to former levels of 
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production of corn in the Argentine. Most recent reports indicate 
that such recovery will be slow in coming. 

This statement has covered only briefly some of the highlights of 
United States foreign trade in grains. My colleague, Mr. Post of the 
Bureau of Agricultural Economics, will discuss the significance of our 
foreign trade in grains to the domestic economy in a following state- 
ment. An attempt has been made here to answer only in a general 
way some of the specific questions raised by Senator Aiken in his 
statement opening this series of hearings. More detailed comment is 
reserved for discussion at the pleasure of the committee. 

The CuarrmMan. Thank you, Mr. Gastineau. You have two tables 
in connection with your prepared statement which without objection 
will be inserted in the record. 


TABLE 1.—United States exports of wheat and flour, 1945-46 to 1951-52! 





[1,000 bushel 
. Western . 
ar! rope 3 frics si ot 
Year Hemisphere Euro] A frica Asia 4 Total 
1945-46: 
Wheat. -_--. 13, 810 229, 799 269 26, 135 273, 013 
Flour.... ; 23, 693 76, 134 18 12, 186 115, 361 
Total... ; 37, 503 305. 93 6 617 8, 321 88, 374 
1946-47: 
Wheat --_-. 16, 017 136, 121 125 46, 547 198, 810 
Flour... ‘ 41, 432 115, o 4, 434 554 195, 186 
Total.._- 57, 449 252, O8 4, 559 79, 901 13, 996 
1947-48 
W heat... .. ‘ 12, 71 2 ) 7, 787 18, S68 304, 688 
Flour 24, 19 Li¢ 4, 524 28, 807 74, 104 
Total__. 6, 909 51,8 77 F 478, 792 
1948-49: 
W heat 14, 820 280, 044 8 72, 185 75, 420 
Flour.... 26, 000 53, 4 2, 753 4,9 127, 139 
Total. 50). R2¢ 92 BIT 24 7 NOR 02. 559 
1949-50 , 
Wheat... ‘ Gace 17, 275 175, 52 122 65, 498 258, 720 
Beepenthtonss 9, 025 8 OR 1. 298 1 44 ) RA 
Total.. 26, 30K 4.512 ] 2 ] 5 298, 470 
1950-51: 
Wheat_-.- 12. 689 205. 936 5, ) 72 1 21. 835 
Flour.... 13, 377 16, 612 1, 219 12, 528 43, T3t 
Total_. a 46, O6¢ 222, 548 68 90, 65 365, 571 
1951-52: 
Wheat___. .— > 58, 358 190, 801 } F 158 430, 711 
Flour....- 15, 976 7, 004 719 15, 520 12, 309 
i eataletantsteidddbiediine’ tinhecuitsteie 74, 334 197, 895 27, 034 173, 757 473, 020 
Total: 
Wheat... ._- 1 ie 165, 682 1, 453, 546 48, 338 495. 621 2, 163, 197 
Piiienasiccevdenns ina 163, 699 404, 843 21, 295 147, 748 737, 585 
| a * . : 329, 381 1, 858, 389 69, 633 643, 379 2, 900, 782 
7-year average: 
Wen cutmdodacanne Lilia td 23, 669 207, 649 6, 905 70, 804 309, 027 
Dla ccita <i ouctiaia alatniasioindiiin “ ona 23, 38¢ 57, 835 3, 042 21, 107 105, 370 
WO edasitha deidddtidtetictiscenticial 47, 055 265, 484 ), 947 91, 911 414, 397 





1 Flour in wheat equivalent. Excludes flour not wholly of United States wheat. 
2 Year beginning July. 

* Includes French North Africa. 

4 Includes insignificant quantities to Oceania. 


82613—653—pt. 2——-2 
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TABLE 2.— Wheat and wheat flour: World exports, specified periods, 1934-35 to 
1951-52 


{Million bushels} 








: United |, Aus- Argen- | Eastern mn 
= is } =" d 5 . 
Period (July-June) States Canada tralia tine | Europe! Other Total 
Average 1934-35 through 1938-39........ ni 45 175 106 122 74 27 549 
1945-46 . be bunm nk i 390 361 36 Mt lncadaswsel 1 856 
1946-47 3 i . . 397 232 | 47 | 60 6 | 16 758 
1947-48 aban - in 485 209 96 | 102 4() 6 938 
1948 49 won é ‘ » 504 222 122 61 | 53 24 986 
1949-50 oounesosnuan 305 236 114 88 54 3 831 
1950-51 _. wad aubitednecde 365 221 127 103 70 30 916 
TOUR OE secinncntn eerie bien ctwhnsbbabnaunce 475 350 100 30 (45) (25 1, 025 
Averase 1945-46 through 1951-52 417 262 92 73 38 19 901 


1 Includes U. 8. 8. R. 

The CHatrMAN. Does anyone have any question before we hear 
Mr. Post, whose testimony, as I understand it, will supplement that 
which has been given by Mr. Gastineau? 

Senator Torr. Mr. Chairman, if I might interrupt at this point? 

The CHAIRMAN. Senator Thye. 

Senator Ture. Are you going to continue hearings in the afternoon 
or just this forenoon? 

The CHarrRMAN. We will try, Senator Thye, to hear at least all of 
these people who have train or plane schedules to meet. 

Senator THyr. Today? 

The CuatrmMan. Today. We will hear all we can. We will run 
until noon. We probably cannot run much beyond noon today be- 
cause there might be something on the floor, I understand. 

Senator Toye. My unfortunate situation is that we have an appro- 
priation subcommittee hearing on education and I am chairman 
of that subcommittee. We convene at 10. Therefore, I must go. 
There are some here that I regret exceedingly that I cannot be present 
to hear when they testify. 

I see Mr. Thatcher of Minnesota is here, and I should certainly 
like to be here when he presents his statement, or whoever will present 
the statement. I regret that I am not going to be here. I want that 
to be officially noted. 

The CuarrMan. Mr. Post will give his statement, which will take 
a few minutes. Mr. Dickinson is here. I do not believe he is sched- 
uled to go home until this afternoon. 

Senator Tuyr. Is Mr. Kline scheduled to testify today? 

The Cuarrman. No. We will go ahead with Mr. Thatcher, Mr. 
Hendrickson, Mr. Dickinson, Mr. Barry, Mr. Sheridan, Mr. Olson, 
and down the list. 

Senator Tuyr. You have heard the others on the top of the witness 
list at an earlier period. 

The CHarrMan. Yes. We have just heard Mr. Gastineau. Mr. 
Post is giving the rest of the testimony for the Department of 
Agriculture. 

Senator Toye. I am sorry, Mr. Chairman, that I have the conflict 
because this is a very important hearing. 

The CuarrmMan. Mr. Post. 

Mr. Post is the agricultural economic statistician of the Bureau of 
Agricultural Economics of the Department of Agriculture. 
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STATEMENT OF ROBERT E. POST, AGRICULTURAL ECONOMIC 
STATISTICIAN, BUREAU OF AGRICULTURAL ECONOMICS, 
DEPARTMENT OF AGRICULTURE 


Mr. Post. As indicated by Mr. Gastineau I will discuss foreign 
trade in grains as it relates to our domestic economy. One of the 
key facts in our situation is that in the year ending June 30, 1953, 
we expect to export about 325 million bushels of wheat as compared 
with 475 million bushels a year earlier. This is an important factor 
in contributing to a sharp increase in our carry-over. 

On July 1, 1953, our carryover is expected to be about 575 million 
bushels compared with 256 millien bushels last July. As a conse- 
quence of these large stocks, together with prospects of another billion- 
bushel wheat crop, the Secretary has announced that we are faced 
with the possibility of acreage allotments and marketing quotas on 
wheat for 1954. First, let us look at the outlook for wheat for the 
marketing year which begins next July. 

The outlook for wheat in 1953-54: The winter wheat crop was 
estimated at 714 million bushels in early April. The first estimate 
of spring wheat production will not be made until June 10. How- 
ever, if farmers plant the acreage indicated by their March 1 inten- 
tions, and if yields are average, the crop will be about 310 million 
bushels. 

On this basis, production would total about 1,024 million bushels. 
About 575 million bushels of old wheat are expected to be on hand 
next July 1. Allowing for some imports, supplies for 1953-54—on 
this basis—would be about 1,600 million bushels, 2 percent more than 
the 1,572 million estimated for 1952-53. 

Domestic disappearance for 1953-54 is estimated at 685 million 
bushels, about the same as in the current year. The size of exports, 
as pointed out by Mr. Gastineau, will depend upon many factors, 
among the more important of which are the way crops turn out in 
foreign countries and whether the new wheat agreement is ratified by 
the various governments. 

Assuming exports at as much as 300 million bushels in 1953-54, 
compared with 325 million estimated for the current year, total dis- 
appearance would be about 985 million bushels. Based on the above 
assumptions, wheat stocks on July 1, 1954, would be about 615 million 
bushels or more. 

As already indicated, the carryover of old wheat. uly 1, 1953 
expected to be about 575 million bushels. 

The record in 1942 was 631 million. In the above I have used 
definite figures. I realize that there could be considerable variation 
in these, especially in production and exports. 

A study entitled “Reserve Levels for Storable Farm Products,” 
prepared for this committee last year and published as Senate Docu- 
ment No. 130, analyzed fluctuations in wheat yields during the past 
50 years and reached the following conclusion: 


1) 
a 


It appears that working stocks could be maintained and the effects of one very 
low and one moderately low yield in sequence offset with carryover stocks of 
about 450 to 500 million bushels of wheat. 

Carryovers of this size would provide adequate protection against all but the 
worst weather contingencies in our recorded history, assuming acreages were held 
at about their current level. 
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The prospective carryover of 600 million bushels or more at the end 
of the next marketing year is in excess of this reserve level and presents 
many problems. 

United States Wheat Economy Dependent Upon Sizable Exports: 
Exports afford the chief means of avoiding the excessive accumulation 
of wheat stocks, except, of course, reducing production. Let us look 
at the variability of the other items of disappearance—food, feed, 
alcohol, and seed. 

There is very little change in the quantity of wheat which we use as 
food in the United States each year. In the current year, it is expected 
that about 498 million bushels of wheat will be used by civilians and 
our military forces. 

This is very little different from the 1920-29 average of 495 million 
bushels. Our per capita consumption has been declining, but this has 
been about offset by our increase in population. Feed use in recent 
years has averaged about 100 million bushels, with little variation. 

While only about this quantity can be expected to be used as a 
general practice in peacetime years, increased quantities could be fed 
in years when wheat prices were competitive with corn. 

During the war, large quantities of wheat were used for feed, but at 
that time feed supplies were tight and wheat for feed use was priced 
by CCC at levels competitive with corn. 

Senator ScoorprreLt. Would you mind a break for a question? 

Mr. Post. I would be very glad to have questions. 

Senator ScHoErpPE.. I note you just said there that the feed used in 
recent years has averaged about a hundred million, with little vari- 
ation. Then you say increased quantities could be fed in years when 
wheat prices are competitive with corn. 

It is hardly likely that they would be competitive with corn so long 
as we maintain, as we have—and I think it is a good thing—our parity 
factor. 

Mr. Post. That is correct. 

Senator ScHorppE.. I wonder if I am correct in my assumption? 

Mr. Post. That is correct. 

Senator ScHorPpPeL. Therefore, we can discount for at least 2 years 
any chance of being competitive with corn, should we get a big wheat 
crop, which I think is something we are not going to get this year, 
according to my Midwestern area. 

It looks pretty bad out there. 

Mr. Post. We could, artificially, reduce wheat prices so that they 
would be competitive with corn in certain areas, at least. 

Senator Youne (presiding). I might add that the wheat production 
outlook in the spring wheat area is not good. We have practically 
no moisture. The dust has been blowing badly in the last few days. 

I note you say that working stocks could be maintained and the 
effects of 1 low and 1 moderate yield in sequence could be offset with 
carryover stocks of 450 to 500 million bushels of wheat. 

You seem to think that production could be maintained on a pretty 
stable basis in future years? 

Mr. Post. Production? 

Senator Youna. Yes. 

Mr. Post. Yield per acre? 

Senator Youna. Overall production. 
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Mr. Post. You have 2 variables on production, 1 is acreage and the 
other is yield. You can do something about acreage but you cannot 
about yields. 

Senator Youna. You recall that in 3 years—1934, 1935, and 1936— 
we actually imported more wheat that we exported. 

Do you think that we can have a recurrence of that kind of situation 
again? 

Mr. Post. Yes. And this 500-million-bushel carryover does not 
provide for a year like the worst of those. 

Senator Youna. Of course, we have some world obligations and 
commitments. Earlier, in a statement by a previous witness, it 
was stated that high exports following World Wer II were due almost 
entirely to starvation over there, and to wheat being the principal 
food of many people in Europe. 

Many millions of European people live almost entirely on this 
commodity without much else, and sustain themselves very well. 
During that period the world price was averaging about $5 and $6 
per bushel. We held our price down here and prov ided those countries 
with wheat at about $3.50 a bushel. 

We even passed a law here that would curtail exports when we 
reached a minimum of 150 million bushels in our carryover, as of 
July 1 

We had export licenses at that time that limited our exports. In 
1 instance we called upon farmers to subsidize world needs, and 3 
years later we started complaining about the Government assistance 
in exporting surpluses that were created because of Government 
requests. 

Is that not correct? 

Mr. Post. Yes. Might I point up this thought that you have 
implied, and that is that we can say that we need 500 million bushels, 
and it might be all right to have a little more than that. 

Senator Youne. | think so. This little surplus that we are worry- 
ing about now may have disappeared a year or two afterward. I 
remember in 1949 everybody was worried about our cotton and wheat 
surplus. They were afraid that we could never handle it, and that it 
would be a tremendous burden. 

A year afterward we had ceiling prices on cotton and we were 
allocating our short supplies. About the same thing was true of 
wheat. 

Mr. Post. One of the things that we cannot foresee is growing 
vonditions. Incidentally, I came from South Dakota into Washing- 
ton. Looking at last year and the year before, I just have a hunch 
that we may be in for some poor growing conditions. 

Senator Youn. Most of the wheat is produced in semiarid areas 
where our production is not too stable. There is more hazard, I 
think, in the production of wheat than perhaps any other commodity. 

We have drought, we have rust, we have insects, we have all kinds 
of problems. 

Mr. Post. 15-B rust. 

Senator Youna. You talk like a good South Dakota farmer. 

Mr. Post. I am glad to have you interrupt me. 

Senator Youne. You may proceed. 

Mr. Post. We talked about food use and feed use. The quantity 
used for alcohol is usually insignificant, except under wartime subsidy 
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payments. Seed varies within a narrow range, depending upon 
acreage. 

As Senator Schoeppel pointed out, the opportunities for disposing of 
very large quantities in feed are doubtful. 


ADJUSTMENTS NECESSARY RESULTING FROM REDUCED EXPORTS 


Because of the extraordinary demands during the war, and rehabili- 
tation following the war, United States production of wheat was 
pushed to capacity. Thus, with average or better weather, United 
States farmers today find themselves with a large productive capacity, 
geared to a large export market. 

Vith that market declining, we are faced with the possibility of 
controls. As you know, on April 15 the Secretary of Agriculture 
announced that he planned to start preliminary work necessary in 
preparation for possible acreage allotments and marketing quota pro- 
grams on the 1954 crop. Whether such programs will finally be put 
into effect will depend upon the supply and demand prospects as they 
develop. 

Senator Young. It will also depend on the international situation, 
will it not? 

Mr. Post. Yes. 

Senator Youna. I understand from a former Under Secretary of 
Agriculture that in the 2 years previous to World War II, when the 
Secretary of Agriculture wanted to reduce wheat acreage, certain 
Cabinet officials overruled him, and as a result the Government asked 
farmers to increase acreage. 

If we were very short of wheat in this tense international situation 
which we are facing now, I do not think any prudent Government 
official would advocate more lowering of production and acreage to a 
figure which would provide a fair cash price to the farmers on the 
basis of short supplies. 

I think the Government is intentionally carrying sizable so-called 
surpluses of wheat to meet any possible world contingency, and | 
think it is a wise policy. 

Mr. Post. I know that moisture in the Dakotas and elsewhere will 
be watched. It may be that controls will be less clearly defined and, 
of course, there is the emergency aspect point of view. 

Senator Youna. Of course, that dry weather extends far on up into 
Canada as well. You t may proceed with your statement. 

Mr. Post. In the 7 years ending last June, exports averaged about 
415 million bushels. On the basis of 15 bushels per seeded acre, this 
represents produc tion on about 28 million acres out of a total of about 
76 million. This is about 37 pe recent of the total, and points up the 
importance of exports to our wheat economy. 

If our exports should decline from the recent high average of over 
400 million bushels and level off at about 300 million bushels—this is 
not ] ist for the 1 vear and if domestic disappearance continues at 
about 701 million bushels, 67 million acres at 15 bushels per acre 
would take care of all requirements. 

We do not know what our exports will be in the future. The 300 
million bushels just used is slightly in excess of the 270 million bushels 
in the proposed new International Wheat Agreement. Sixty-seven 
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million acres would mean a reduction of 10 million acres, or 13 per- 
cent, from our current level of about 77 million acres. 

Under present legislation, which necessitates a reduction in carry- 
over stocks, an even greater acreage adjustment would be required. 
No one wants to see acreage sharply reduced if it is at all possible to 
avoid it. However, as has been pointed out, unless large exports are 
maintained by one means or another, surpluses will pile up so long as 
we have average or better wheater. 

We are all aware of the limited opportunities for adjustments in our 
specialized wheat areas. In the western part of our Great Plains, 
many farmers would probably first increase the acreage in summer 
fallow. 

This, however, does not have promise of significantly reducing pro- 
duction after the adjustment is made. Farmers in the northern part 
will shift some acreage to barley and in the south to grain sorghums, 


and thereby continue to use their grain machinery and equipment. 

In the eastern part of the United States, it would be expected that 
some wheat land would go into feed grains and soybeans. The shifts 
to feed grains are expected because these are the crops which gave 
way to wheat when wheat acreage was expanding. 

Senator Youne. Would you mind an interruption? 

Mr. Post. No, sir. 

Senator Youne. A shift to production of feed grains is not very 
feasible now in the northern part of the wheat-producing area. As you 
know, the prices of feed grains are very poor as a result of heavy 
imports. 

Average oats prices in North Dakota now are about 57 or 58 cents, 
or about 10 cents below support levels. Support levels are 85 percent 
of parity. 

So you have a very unfavorable oats price situation. There is not 
much chance to expand to rye production because we now import 
most of our requirements from Canada. 

The same thing is true of barley. About the only production which 
we could switch to in our area would be more feeding of cattle and 
hogs, and perhaps more dairying. 

Mr. Post. You could use some more barley for the feeding of cattle. 

Senator Youne. Not much barley is fed to cattle now. It is mostly 
corn and oats ensilage and concentrates. 

Mr. Post. I do not want to overemphasize the possibility of shifts. 
They are very difficult. You get into an area where it is really a 
wheat country, and it is wheat. 

Senator Youne. That area is becoming more and more diversified. 

Mr. Post. In your particular case 

Senator Youne. Yes. Farmers can switch to other production if 


it is profitable. At the present time they can switch to dairying, 
they can switch to hog production, and even to cattle production, 
cattle feeding, with our present feed price situation. 

I think that will be the trend in our area and | think it is the only 
answer to our problem unless we can stop imports. Of course, that 


will not help the problem of farmers im other areas if our farmers 
switch to increased dairy production, increased beef production and 
increased pork production. 

Mr. Post. You are more fortunate with regard to alternate oppor- 
tunities than most areas are. 
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Senator Youna. Most farmers have all the machinery necessary 
for corn production, dairying, hog production, and wheat production. 

Mr. Post. Extensive shifts to feed grains ‘would not be regarded 
favorably by producers of cash feed grains. Some land in the Great 
Plains would probably be left idle and some would be put into grass 
for livestock, but conditions need to be favorable for a shift of this 
kind to take place. 

Many wheat farmers do not have the buildings and equipment, 
or even the water supplies, necessary for livestock, and many would 
not have enough grass, including diverted acreage, to warrant a 
grass-livestock enterprise. 

Price Supports and Exports: All I want to do under this heading is 
to recognize that the present support programs involve payments in 
order to maintain our export market. 

Without export payments, the United States is placed in the posi- 
tion of a residual supplier in many of the wheat and flour markets of 
the world. 

Mr. Gastineau has mentioned the International Wheat Agreement 
under which we have the opportunity to make subsidy payments to 
maintain exports at competitive price levels. 

Senator Youne. Would you mind an interruption there? 

With the United States bearing most of the costs of a world cam- 
paign to contain communism, and with the resulting higher taxes, 
higher costs of production, and our much higher standards of living, 
is there a wheat surplus producing country in the world that cannot 
undersell the United States in the wheat markets of the world? 

Canada can undersell us, the Argentine can undersell us, the 
Russians can certainly undersell us. In other words, if we had to 
reduce the price of many agricultural commodities to a level that 
would be competitive with the world price, it would have to be at a 
level which would bankrupt the average farmer. 

Mr. Post. Use of section 22 of the Agricultural Adjustment Act as 
amended: Imports of wheat for milling have been limited since 1941 
to 800,000 bushels of wheat and 4 million pounds of wheat products 
under section 22 of the Agricultural Adjustment Act as amended. 
With our high domestic price level, without these controls, large 
quantities would have been imported from Canada, which country 
produces a high protein wheat which is in good demand by our millers. 

Wheat under the classification ‘Unfit for human consumption,”’ 
the tariff on which is 5 percent ad valorem instead of the 21 cents 
per bushel for the milling quality, is not under quota restrictions. 

As a result of the 1950-crop wheat in Canada being damaged by 
frost and a large part of the 1951-crop wheat damaged by remaining 
in fields over winter, large quantities of damaged wheat have been 
available for import into the United States. 

Imports of such wheat totaled about 12 million bushels in 1950-51 
and 30 million in 1951-52. About 19 million bushels were imported 
from July through March, compared with 24 million bushels for the 
same period a year ago. We have not been able to obtain an estimate 
of the quantity of this wheat still remaining in Canada. 

I have dwelt at length on wheat because of its relative importance. 
I will now discuss briefly foreign trade of rice and feed grains. 

United States rice economy dependent upon exports: As a result 
of greatly increased exports of rice—fivefold increase since prewar 
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years —production of rice in the United States by 1952 had more than 
doub led the 1935-39 average. 

On the basis of intended seedings and assuming yields per acre 
equal to the 1947-51 average, by States, the 1953 produc asia would 
amount to about 47 million hundredweight of rough rice. A produc- 
tion of this size is second only to the 48.7 million hundredweight pro- 
duced in 1952, when yields were above average. 

Senator Hotianp. Do you show anywhere in the statement the 
amount of exported rice? 

Mr. Posr. Mr. Gastineau has that in his statement. 

Mr. Gastineau. It is in my statement, Sen: mig? 

Senator Houuanp. Is the reason for the great increase in exports 
of rice the confused situation in Indochina and Bunt 

Mr. Posr. Mr. Gastineau, you covered that, did you not? 

Mr. Gastineau. Yes. It was covered in the previous statement, 
Senator, but that is one of the main reasons, the reduced trade from 
the formerly important surplus-producing areas in the Rice Bowl. 

The other important fact in our rice exports would be the situation 
in Korea and the dollar exchange that has been available to Japan 
and Korea through our military activities in that area. 

Senator HoLtanp. What is the percentage of our production of rice 
that has been exported last year? 

Mr. Gastineau. Better than a half. 

Senator HoLuanp. I was at an another hearing. Had you already 
presented your testimony? 

Mr. GastTINEAU. Yes, sir. 

Senator Ho_tanp. And in that testimony you presented the rice 
picture? 

Mr. GastTInEAv. Yes, sir. 

Senator Honuanp. Thank you. 

Senator Younae. You may proceed. 

Mr. Post. As in the case of wheat, domestic rice disappearance is 
relatively stable, with little change in per capita consumption, so that 
the rice economy is very largely dependent upon the expanded export 
market. 

Exports of feed grains not large relative to production: Current 
exports of feed grains, although well above the prewar level, are 
comparatively small, amounting to less than 5 percent of our total 
domestic production. ‘Total exports in 1952-53 are expected to be 
nearly as large as the 4.7 million tons exported in 1951-52. 

Exports of corn so far in 1952-53 have been much larger than in 
the same period of 1951-52, and probably will total substantially 
larger for the entire season than the 76 million bushels in 1951-52. 

Barley exports, principally from California, also will total somewhat 
larger in 1952-53 than the 31 million bushels exported last vear. 

Sorghum grain exports, on the other hand, have been much smaller 
as a result of the short 1952 crop. Exports of oats and oat products 
have been small in the past 3 vears, and probably will not exceed 
5 million bushels in 1952-53. 

In recent vears around one-third of the sorghum grain crop has been 
exported, a little over 10 percent of the barley crop, but less than 
3 or 4p hres of the corn and oats crop. 

Senator ScHorrpet. Where you say that in recent. years one-third 
of the sorghum grain crop has been exported, a great percentage of 
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that, however, was exported to areas and countries receiving mucl 
foreign aid from our own Government. Isn’t that true? 

Mr. Posr. Yes. 

Senator ScuorprEe.t. Of course if that is cut or as that falls off, that 
export market will fall off, will it not? 

Mr. Posr. Mr. Gastineau, do you want to comment on that? 

Mr. Gastineau. Most of our sorghum exports bave gone to 
Western Europe, principal 
sorghum grain has | 


LS | 
+} | ? 1 ; \ . ", . . f 111 ry \ 
I think that the use in Western Murope for feed would depend on 


ly West Germany, and to India, where 
been used for human food. 

the price relationship with corn and other feed grains since they would 
be interchangeable. 

[ agree with your idea that the trend of our exports would oe down, 
largely because of the foreign aid aspect to it. 

Senator ScHorepre.t. Thank you. 

Senator Younac. You may proceed. 

Mr. Posr. Imports of feed grain: Imports of feed grains have been 
important only for oats and barley. In 1951-52, 62 million bushels 
of oats were imported, equivalent to 5 percent of our domestic 
production. 

So far during the 1952-53 season, they have been at a somewhat 
higher rate than a year earlier, and if they continue at the higher rate 
we would import around 70 to 80 million bushels for the season. 

Senator Youne. How much oats actually is marketed on the cash 
markets of the United States? Is it not about 250 million bushels? 
I think our total production is around 1,250 million to 1,300 million 
bushels. 

The amount which reaches the United States market which de- 
termines the price for the entire amount, is around 250 million bushels. 
Our imports now are 70 or 80 million bushels and would exceed 20 
percent of all the oats reaching our cash markets. This is a sizable 
amount. 

I am just citing that to prove the 5-percent figure you give does not 
present a true picture. Whenever any import reaches more than 20 
percent of all of the commodity which reaches the markets and 
determines the price of all produced, it does present a serious situation. 

You may proceed. 

Mr. Posr. About two-thirds of the oats imported have gone to the 
Northeastern States, and most of the remainder into the north central 
region. Barley imports totaled 13 million bushels in 1951-52, and 
about 17 million for the first 9 months of 1952-53. Most of the barley 
is imported into the north central region, where acreage and production 
have declined in the past 2 or 3 years. 

A number of factors have contributed to the increased imports of 
oats and barley from Canada in the last 2 or 3 years. The big crops in 
Canada have resulted in large surpluses for export. Below average 
production of feed grains in the United States, accompanied by a large 
livestock population,. tended to attract Canadian feed grains in 
1951-52 

Government loan programs have given some support to prices of oats 
and barley, especially in the important Midwestern producing areas, 
and may at times have tended to encourage imports. Average 
prices received by farmers for oats and barley, however, have been 
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generally above the national average price support level during most 
of the past 2 years. 

It is my understanding that the Department is now conducting an 
| for action to control imports of 


investigation to determine the need 
oats and barley under section 22 
The CHAIRMAN. What crade of oats are imported from Canada? 


As I understand it in the East the oats are brought in for feed purposes 


Is that true of all the imports? I ask that because I have heard that 
some of the oats imported from Canada have been particularly he 


oats, suitable for human consumption. 

Senator Youna. The opposite lias been true 'n the Chicago market 
For example, Cargill & Co. have been the biggest importers. Accord- 
ing to the investigations made by the Department of Agriculture last 
year, approximately half of all the oats they imported are graded 
tough and poor, with a high percentage of wild oats which, according 
to this report were mixed with our higher quality oats and passed 
on the market at a huge profit. 

The CHarrMan. What grade of oats does come in? 

Mr. Posr. I will supply that for tl 


tor the record 
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The CHarrMan. Are there any further questions? 

Senator Scoorpre.. No further questions 

Senator Youna. Would it be all right to supply that for the 
record? 

The CHAIRM AN. Yes. If you have the record as to what erades of 
oats are imported, L think it would be interesting and helpful to have 
that. 

The CHarrMan. Mr. Dickinson? Mr. Dickinson is assistant to the 


general manager of the Cooperative Grange League Federation 
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Exchange, Inc., Ithaca, N. Y. We are glad to have you with us this 
morning, Mr. Dickinson. You undoubtedly represent a different 
point of view than some which may be presented to us. Will you 
proceed with your testimony? 


STATEMENT OF C. L. DICKINSON, ASSISTANT TO THE GENERAL 
MANAGER, COOPERATIVE GRANGE LEAGUE FEDERATION 
EXCHANGE, INC., ITHACA, N. Y. 


Mr. Dickinson. Thank you, Mr. Chairman, and members of the 
committee. In addition to being general manager of the Cooperative 
Grange League Federation Exchange, a farmers’ purchasing and 
marketing cooperative, owned by 120,000 farmers in New York, 
New Jersey, and Pennsylvania, we buy large quantities of grains and 
other dairy, poultry, and livestock feed ingredients for the manufac- 
ture of livestock and poultry feeds which are distributed to the 
members and patrons in the three States in which GLF has distribu- 
tion facilities. 

In addition to that I am also acting as chairman of an informal 
committee representing the feed industry which serves northeastern 
farmers. This informal committee is primarily engaged in gathering 
information in connection with this question of the imports of feed 
grains. 

My purpose in appearing before your committee is to provide you 
with facts in connection with the importance of maintaining the 
unrestricted movement of oats from our good neighbor, Canada. 
Most of my testimony will deal directly with oats, inasmuch as this 
particular grain is of greatest importance to feeders of livestock and 
poultry in the Northeastern section of the United States and since 
the production of high quality oats for sale in commercial channels 
within the United States is historically unequal to the demand for 
feed purposes. 

Senator Youna. Do you think the importation of oats should con- 
tinue when the average cash price is some 10 or 12 cents a bushel 
below support levels? 

Mr. Dickinson. I doubt very much if the price of oats being below 
the support level is necessarily attributable to the heavy importation 
of oats. I think that all feed grains—in fact, all grains—are strug- 
gling to keep up with the support levels. I think that it is rather a 
general economic problem in connection with all agricultural products 
rather than just oats. 

Senator Younae. Do you believe that all agricultural commodities 
should be imported regardless of our price situation? That the 
imports should be unlimited? 

Mr. Dicxrnson. I would say that the question of what agricultural 
products should be imported and what should be exported should be 
determined by the greatest good to the greatest number of both 
producers and consumers in the United States, and I hope to point 
out in the rest of my testimony here that in our opinion, at least, 
we believe that the continued importation of oats would be beneficial 
to the greatest number of American citizens. 

Senator Youna. Butter has a support level of 90 percent of parity. 

Mr. Dickinson. That is right. 
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Senator Youne. Do you think we should keep on with excessive 
imports of butter? 

Mr. Dickinson. Not at all. 

Senator Youne. Why do you discriminate between butter as a 
farm product and feed as a farm product. Butter is important to 
your area and to our area. But feed is even more important to our 
area. 

Mr. Dicxtnson. I think that is true. The point that I am trying 
to make is that the number of farmers who grow oats, in relation to the 
number of bushels of oats that are sold in the primary markets, is all 
out of proportion in comparison with other grains and agricultural 
products. Only 10 percent of the total oat crop reaches the 12 pri- 
mary markets. I am really giving the rest of my testimony here. 
I am perfectly willing to be interrupted, and you can question me at 
any time, but I am sure that some of these facts are in my prepared 
test. 

Senator Youna. I am amazed that one organization, representing 
a certain segment of agriculture, wants high protection for the prod- 
ucts they produce and ar perfectly willing to have no protection at 
all for other commodities 

Mr. Dickinson. We do not establish the position that we want 
high protection 

Senator Youna. That is the substance of your testimony. 

Mr. Dickinson. Not yet 

Senator Hottanp. May I ask a question along the same line? 

The CHarrMan. Senator Holland. 

Senator HoLLANpD. | notice that this witness speaks for the Cooper- 
ative Grange League Federation Exchange, which, as | understand, is 
a supplying agency for the supplying of feed and grain to their mem- 
bers in the northeastern area. I want the record to show whether he 
also speaks for the Grange organization in the 

Mr. Dickinson. No, | do not. The Grange League Federation 
Exchange is a cooperative with no connection with the National 
Grange or other granges except from its inception, which is through 
sponsorship of the New York State Grange 

Senator HoLLtanp. You are speaking as a representative of a manu- 
facturing and distributing cooperative exchange which primarily 
serves Grange members, but you are not speaking for the Grange 
members themselves? 

Mr. Dickinson. We are not speaking for the Grange members 
We ure speaking for the owners of GLF, who are 120,000 stock- 
holders in the cooperative. They may be Grange members or they 
may not be. 

The CuHarrMan. I might say, Senator Holland, as to GLF 
“G” is for Grange; ‘1.’ is for Dairymen’s League; and “F”’ is for 
Farm Bureau Federation. I believe it started originally with those 
three organizations in New York State. 

Mr. Dickinson. That is right. 

The CHAIRMAN. It expanded into what I believe is now, in volume 
of business, perhaps the largest cooperative in the United States. Is 
it not? 

Mr. Dickinson. It is large. 

The CuarrMan. It is one of the largest, if not the largest. 
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Senator HoLuanp. I have no doubt that it is a very worthwhile and 
fine organization, but the point that I was trying to bring out for the 
record and for my own information is whether or not this witness 
speaks for the producers or even for the consumers. Apparently he 
speaks clearly and has a right to speak, and should speak, for a manu- 
facturing and distributing organization, which is a cooperative organ- 
ization of very great importance, but not directly for the producers. 
That gives me the information that I want. 

Mr. Dickinson. May I add that I cannot speak for the GLF—the 
Grange League Federation Exchange—without speaking for the 
producers, who are the owners. ‘They are the sole owners. Only 
farmers can be members and owners of GLF. ‘There are 120,000 
of them. 

I want to be sure to make that clear. 

Senator HoLtutanp. That brings on another question. Has the 
Grange itself, or any of its component units in the area served by you, 
taken a position on this matter or authorized you to speak ry them? 

Mr. Dickinson. They have not authorized me to speak for them. 
They certainly have taken a position, not on any official record, but 
there are many of them 

Senator Ho_tanp. Will we learn what that position is later in the 
hearing? 

Mr. Dickinson. Not to my knowledge. But I can certainly get 

for the committee. 

Senator HotLtanp. I hope we will have an expression for the entire 
group, Mr. Chairman, rather than only for the distributing and 
processing organization which serves the group and which, of course, 
is entitled to be heard. 

The Cuarrman. This group will be given an opportunity to present 
their views for m0 record. (See p. 361. 

Mr. Dickinson. Cans adian oats have become established as one of 
the finest sources of feed for livestock and poultry, particularly in the 
feed-deficit areas east of Ohio. Practically every feed manufacturer 
and distributor has had access to Canadian oats during the past 10 
vears and has become dependent upon Canadian oats in meeting the 
demand of the livestock and poultry feeders he serves. I think, 
gentlemen, there should be included in that sentence ‘practically 
every feed manufacturer and distributor in the Northeast.” I left 
that out. 

Senator Youne. Mr. Chairman, I think we should have at this 
point in the record the imports of oats for the past 10 years. I think 
when we get that record you will find that there haven’t been any 
sizable imports of oats, except during World War LI, in the last 2 or 
3 years. 

‘The Cuarrman. I think Mr. Gastineau can furnish that infor- 
mation. Will you furnish that as to the imports of oats during the 
last 10 years? 

Mr. GastINEAv. Yes, sit 

(The information requested is as follows:) 
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U nited States mports of oats during ind tted period 


-~ From 
Period (July—June : other tal 
: Canada ~ 
{ i 
1942-43... _- re i : - 6, 72 ) 6, 824 
1943-44 76, 23 292 76, 257 
1944-45 67.915 67.9 
1945-46 91. 478 21. 478 
1946-47 y 1 »4 
1947-48 .... . 1, 270 l 1,659 
1948-49 PF l 19, 262 
1949-50 8 34 293 19. 734 
1950-51 28 012 1, 997 009 
1951-52 15 ~ 
8 months (July-February 
1951-52 4 ) 
1952-53 17 3] 4 


Mr. Dickinson. Due to the nature of the climate, certain areas of 
Canada are peculiarly suited to the production of very high-quality 
oats, and it has been found difficult, if not impossible, to obtain oats of 
equal quality, particularly for use in poultry rations and for crushed 
and crimped oats in dairy feeds, from sources within the United 
States. 

Senator Youna. May I interrupt? 

Mr. Dickinson. Yes. 

Senator Younc. You say you can’t get high quality oats in the 
United States? 

Mr. Dickinson. Not in sufficient quantities. We haven’t been 
able to in the Northeast. 

Senator Youne. Much of that is due to higher freight rates, higher 
costs of production and so on. But there is plenty of high-quality 
oats available on the farms in the midwestern area of the United States. 

Mr. Dicxrnson. I expect that is true, but our problem is that we 
have to obtain them from the primary markets where the oats actually 
become available to purchasers. It has been extremely difficult for 
us to find sources in the primary markets of the kind of oats that our 
poultrymen particularly need, and the dairyman who have been 
taught to look for a bulky feed which is made with the crimped and 
crushed oats. 

Senator Younc. Mr. Thatcher who will follow you is the head of 
the largest grain co-op in the world and | think he will refute your 
present statement. 

The CHAIRMAN. What is the cost of high-grade oats in Buffalo 
today? 

Mr. Dicxrnson. I cannot tell you, Senator. 

Senator Munpt. Mr. Chairman, is it not true that if you had a 
shipment that is available by water on the Great Lakes, the St. 
Lawrence seaway, that you could get the western oats at a com- 
parable price? 

Mr. Dickinson. The midwestern oats? 

Senator Munpr. Yes. 

Mr. Dickinson. |] suspect that if you had equal transportation 
costs, that it would be possible to obtain some high quality oats from 
the Middle West LO be used in the Northeast. Our experience, 
however, is all that I can talk about, and our experience is that in 
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the markets where we have to go for oats, we have only been able 
to obtain the kind of oats in sufficient quantity to meet the require- 
ments of our poultrymen and our dairymen. 

I say only a large percentage of the amount that we have been able 
to obtain of that quality has come from Canada. 

Senator Youna. I have just been provided with figures on oats 
imports. Going back to 1942 our imports were 58 million bushels; 
1943, 81 million bushels; 1944, 68 million bushels. Those were war 
years. In 1945 they were 24 million bushels; 1946, 1 million bushels; 
1947, 1,700,000 bushels; 1948, 19,300,000; 1949, 19,800,000 bushels; 
1950, 30,200,000 bushels; 1951, 62,300,000 bushels. 

That would indicate that you had been getting most of your 
supplies for the past 5 years at least within the United States, with 
the exception of the last 2 years. 

The total imports for 1946 and 1947 were only approximately 1 
million bushels. 

Mr. Dickxtnson. I do not recall the reason for that, Senator. I 
do not recall the particular situation. But you notice just before 
those years, and just after, there were substantial imports of oats. 
I do not remember the reason why the imports were so low during 
1946 and 1947. I am not qualified to speak on that. There must 
have been some particular reason, whereas both before and after those 
years the imports were of a substantial nature. 

If anything should happen to restrict the movement of these su- 
perior quality Canadian oats into the United States, livestock feeders 
and poultrymen would be faced with a serious problem of obtaining 
feed supplies of equal quality from sources within the United States. 
They would also be faced with considerably higher prices for their 
livestock and poultry feeds due to the fact that Canadian oats have 
been available at favorable prices as compared with other feed in- 
gredients. 

I might add there that one of the reasons is transportation. 

Senator Munprt. The inverse of that is probably true, that if we 
discontinued the import of Canadian oats the midwestern farmer 
would receive more for his oats. 

Is that right? 

Mr. Dicxtnson. And possibly the northeastern dairymen and 
poultrymen would be screaming for a higher support price on butter 
and eggs. 

Senator Munprt. It could be, but I am talking now from the 
standpoint of oats. 

Mr. Dicxtnson. If we could get them. Yes. 

Senator Youna. The opposite would be true, too, that the farmers 
in our area would not be feeding as many oats and would not be 
producing as much butterfat and hogs, if we had a better price for 
oats. 

Mr. Dicxtnson. I do not think that many farmers raise oats for sale 
to the market. 

Senator Youna. In the Midwest and Northwest? 

Mr. Dickinson. I am speaking of anywhere from 1,100,000,000 to 
1 400,000,000 or 1,500,000,000 bushels. The highest was 1,535,000,000 
There is a small percentage of the total who raise them for sale, but 
the large percentage of farmers who raise oats, raise them to feed on 
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their own farms or in the immediate vicinity. I think we establish 
that a little later on. 

Senator Youna. I understand your argument. You want cheap 
feeds and you want protection against imports for the things you 
produce, but you do not want the same protection to apply to farmers 
in other areas. 

I understand your position perfectly 

Mr. Dickinson. About 90 percent ‘of the oats grown in the United 
States are consumed, either on the farms they were grown on or in the 
immediate geographical area. The constant expansion of the livestock 
and poultry industries in the Northeastern States provides a ready 
market for a substantial quantity of oats grown in Canada that can be 
cheaply transported by water to the Northeastern States with no 
evidence of any serious effect on the price of the relatively small 
percentage of the United States crop of oats that is sold off the farm 
in the United States market. 

Canadian farmers also raise considerable quantities of high quality 
barley that has moved into the United States for feed and malting 
purposes. In the case of barley, dairy farmers, particularly, are 
interested in seeing a continuation of this movement of Canadian 
barley, not only to relieve the pressure on domestically produced feed 
grains, but also to furnish a good source of feed byproducts that 
become available from the brewing industry 

The production of oats in the United States for the past 35 years 
has ranged from a low point of 542 million bushels in the drouth year 
of 1934 to a top of 1,535,000,000 bushels in 1945. 

The CuHarrmMan. That was the year the imports dropped to 1 
million bushels. 

Mr. Dicexrnson. I think that is true. Average annual production 
is in the ne ichborhood of ] ; billion bushels. 

About 75 percent of the cate eTown in the United States are fed on 
the farms where they are produced and less than 25 percent of the 
production is sold by farmers. Of this relatively small percentage of 
the crop that is sold by farmers, only 10 percent of the total of the 
production reaches the primary markets 

Senator Munpr. Are you sure of those figures? Where did they 
come from? 

Mr. Dickinson. They came from the Bureau of Agricultural 
Economics. 

Senator Munpr. Was that true in 1945? 

Mr. Dickinson. I expect that in 1945 a larger percentage of the 

vats did move off the farms than in an average year. They would 
ave to, unless you stepped up the livestock population which was 
not done in 1945, to equal the increase in the production of oats. 

Senator Munpr. I think your figures would be more expressive if 
you not only supplied their source but indicated a what year they 
are, or for what period of years, if they are average figures. 

Obviously there would be a tremendous dilferenes between the 
year when we produced 542 million bushels and when we produced 

6 billion bushels. 

Mr. Dicxrtnson. That is true. These are average figures over a 
period of 35 years, in which years the production has increased and 
decreased, and also the livestock population has changed. 
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Senator Munpr. Hanging here as it is, it does not say how many 
years are involved, or what the source is. It is just a statement. 

Mr. Dickinson. I have just indicated that the figures represent the 
average for the past 35 years. 

During the past 5 years the consumption of oats for industrial 
purposes, and this includes the oats used by the feed industry, for 
human food, and for export, was 203.1 million bushels greater than the 
amount of oats that were received at the 12 principal markets. 

During this same 5-year period, 1947 through 1951, total imports 
of oats were 132.5 million bushels. The production of oats in the 
United States fluctuates considerably from year to year la ‘gel due 





to weather conditions at planting time and during the growing season 
This is one very important reason why it is essential to have a good 
source of feeding oats that can be brought into this country at rela- 
tively low cost for tran portation, particularly for the feed-deficit 


areas of the Northeastern United States and the South Atlantie region. 

In addition to the importance of maintaining a reliable source of 
this valuable feed grain for the poultry and livestock feeders in the 
feed-deficit area, I would like to point out that the climatic conditions 


of the oat-growing sections of Canada are favorable for the production 
: 

ght-colored oat that is particularly valuable for 
use in poultry feeds and for the production of high-quality dairy feeds 


of a heavy, plump, li 


that require this special type of oat for crushing and for crimping. 
Any restrictions on the importation of these high-quality oats grown 


in Canada that can move by water transportation to the feed-deficit 


areas would be seriously felt by poultry and livestock feeders, par- 
{ lar] turin years of low production in the United States. \ 
restriction in the Canadian oats going to the feed-deficit areas would 
raise a serious problem in finding adequate substitute feedstuffs to 
take the | lace of these oats. Without a dor bt. such restriction would 
add to the cost of the production in the Northeastern State 

Senator Munpr. What is the transportation vhich is the chi apest 
type of transportation in the world for getting your oats? If we were 


| : . ‘ aa) . 
st. Lawrence seaway construc ted, ve could vet those nice 


to have tl y 

; ; ; Rx ig F 
oats that Senator Young talks about in North Dakota delivered to 
your tarmer consumers at a comparable pri e, could you not? 


Mr. DickIn on. If we could buy the same qu LV oat produc in 


' ‘ : i 7 
the United States at a comparable price, we certainty would be 


P28 Sse oe ’ 
ael ed to do so, 
Q ny \ " { + x _— — | , } t poi ? 
enator Munpr. It is not your contention that we cannot raise in 
the United States oats which are suitable for poultry and dairy 


consumption? 


Mr. Dickinson. My only contention is that we have not been able 
to buy them in sufficient quantities in the domestic markets to supply 
our requirements. 

Senator Munpr. At any price? 

Mr. Dickinson. The quantity that I am talking about is just not 
available. That is our experience. We can buy them in small 
quantities here and there, but I indicate a little later on how much we 
bought last vear. It is a lot. 

Senator Youna. 1 will be interested in hearing Mr. Thatcher’s 
re ply to that. 

Mr. Dickinson. We do not believe that the importation of.Cana- 
dian oats affects the price-support program in the United States. In 
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only one year since the end of World War II has the United States 
average farm price for oats dropped below farm price supports. In 
the crop year beginning July 1, 1949, the United States average farm 
price of oats was 3 cents or 4.35 percent below the support level. In 
that crop year the United States exported 15,644,000 bushels of oats and 


l 


imported 19,762,000 bushels, for net imports of only 4,118,000 bushels 
The price of oats was below su 
the general mild recession which began early in 1949 and extended to 
the outbreak of hostilities in Korea. 

In the crop vear 1950-51, the United States average farm price of 


oats was 111.69 percent of the support price The United States 


yports, not due to imports, but due to 


exported 8,428,000 bushels of oats and imported 30,231,000 bushels, 


for net imports of 26,803,000 bushels. 


In the crop vear 1951—52 the United States rage farm price of 
oats Was 115.55 percent ol the support price Ih { n i ota 3 


exported 2,014,000 bushels of oats and imported 61,458,000 bushe Ss, 
for net imports of 


59,444,000 bushels. Furthermore, the United 
States average price support for the 1951 crop was raised from 70 


percent to 75 percent of parity 


In the lirst Si months of the 1952 33 Crop y ar. the United States 
average farm price Of oats was 104.93 percel Ol the support price 
This was in the face of another rise in the suppo1 vel, from 75 percent 
to 50 percent of parity. 

Any weakness in the present market is cet ly much more due to 
the general drop in the agricultural price level than it is due to the 
importation from Canada of oats to augment the supply grown in thi 
United state 

It is important to point out that Canada furnishes an excellent mar- 
ket for soybeans which ar yrown in tl country and e ru success 


fully grown in Canada in large quantities and, of course, for many 
other agricultura | 


ul proc Cts Pat { url I 

Northeastern livestock and p itrv feeders na ly have a particu- 
lat reason for wantit x to see the continuatio1 yf the importation of 
oats and barley for feeding purposes since they traditionally looked to 
Canada for a considerable share of their oats re en yu 
the past year the ¢ ooperative Grange League Federation Exchanes 
used a total of 7,700,000 bushels of oat , Ol which approximately 5 
million bushels were imported from Ca 

The consumers in the northeastern part of the United States, repr 
senting at least one-third of the popwuiation oO} th United States, are 
certainly benefited by this excellent source of a high quality livestock 
and poultry feed. 

In the interests o] both cor sumers and produce and the interests of 
continued rood relations h our neighbor to the north, we urge vour 


committee to give favorable consideration to the recommendation of 
the continuation of the unrestricted importation Ot Oats Irom our 
Canadian neighbor. 

Senator Youne. Mr. Chairman? 

The CHAIRMAN. Senator Young. 

Senator Youna. I wonder if I might have inserted in the record at 
this point a chart prepared by the grain branch of the U. 5S. Depart- 
ment of Agriculture showing that as imports of oats increased, the 
price dropped sharply. ‘This has been prepared in the last two days 
They may want to make some revision to make it absolutely correct 
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It does indicate very clearly that as oats imports rose, the price 
dropped sharply. 

The CuarrmMan. The Department may bring that up to date and 
without objection it may go in. 


OATS 
COMPARISON OF FARM PRICE AND IMPORTS 
OF OATS IN NORTH CENTRAL JU. S. 


PRICE IMPORTS 

(CENTS MILLIONS 
PER OF 

BUSHEL BUSHELS ) 


4 


80 





16 FARM PRICE 

74 2 
72 IMPORTS, # 

70 i 1 
68 : 

0 eecccei cette?) 0 


Jul Aug Sept Oct Nov Dec Jan Feb Mar Apr 


Farm price is simple average of BAE mid-month farm price for the States of Indiana 


Illinois, Michigan, Wisconsin, Minnesota, Iowa, North Dakota, and South Dakota, 


Imports is the quantity shipped-in, as reported by the Census, for the following 


Custom Districts Dekota, Minnesota, Duluth and Superior, Michigan, and Chicago 


The CHarrMAN. Senator Mundt? 

Senator Munpr. I wonder whether your organization, the Coopera- 
tive Grange League 

Mr. Dickinson. Call it GLF, if it is any easier. 

Senator Munprt. Is its position on unrestricted imports consistent 
all across the board? Do you also urge this committee to do what we 
can to bring about unrestricted imports of dairy products? 

Mr. Dicxrnson. No. I would say, as I tried to indicate earlier, 
that our position, if we have any, in connection with total imports and 
exports, is that we feel that we are justified in asking for a continuation 
of the imports of a feed grain like oats. We believe there are five 
times as many farmers who consume oats than there are farmers who 
sell oats in the livestock business. 

Senator Munpr. It would be a rather dangerous formula to apply 
to dairy products because there are more times the number of people 
who consume dairy products as produce them. You would be caught 
in the web of your own weaving. 
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Mr. Dickinson. I am not making a statement as to dairy products. 
As a matter of fact, I am not a qualified witness on matters concerning 
all exports and imports and free trade. 

Senator Munpr. You would be a better witness on dairy products 
than on oats, because you do not raise oats and you do raise dairy 
products. : 

Mr. Dickinson. We raise a lot of oats, too. 

Senator Munptr. How about poultry products? Are you urging 
this committee to do what we can to provide for unrestricted imports 
of dairy products? 

Mr. Dickinson. No, sir 

Senator Munpr. You would just like to have unrestricted import 
of what you use and a protected market on what you sell? 

Mr. Dickinson. Senator, I believe 

Senator Munpr. That is a very human position, and very per- 
suasive as far as our committee is concerned 

Mr. Dickinson. I believe it would be very difficult for us to con- 
tinue to export, for example, cotton and citrus fruits and certain nuts, 
which are exported to Canada in considerable quantities, if we did 
not have some reciprocity, if we did not have also a means for ou 
Canadian neighbors to sell to the American people some of the 
products that they raise in excess quantities 

We certaialy raise an awful lot of agricultural products that we do 
want to export. I think we have to import some, too. 

Senator Munpr. You would like to have the ingredients of those 
reciprocal imports be exclusively those that you use and do not 
produce? 

Mr. Dickinson. I think everybody has a self-interest in thes 
matters. If I may get 


Senator Munpr. I am not denying your right. But I want it put 
on the line where we can all see it. 

Mr. Dickinson. Certainly. Iam perfectly willing that you should. 

senator My NDT. St ppose we were to apply 2 tandard of tarifis to 


your industry and to oats, too, whereby you would have parity tariffs 
prevailing for all farm products to let these imports come in, provided 
that the tariff is high enough to maintain the parity support price for 
your J roducts and the produ ts of the Midw st, also. 

How would you look on that? 

Mr. Dr KINSON. | do not believe you would ret any imports 

Senator Munpr. You do not think you would get any imports? 
If your original theory is correct and we cannot produce what we 
consume, you would get imports? 

Mr. Dickinson. The price would have to go to the point where it 
would pay the Canadian farmer to continue to produce oats, for 
example, and also stand the tariff, or whatever charge was placed on 
the importation of oats. 

Senator Munpr. Do you not really believe that we are going to have 
to arrive at a rule of thumb which gives the same degree of equity to 
producers in your area, which I believe is Pennsylvania, New York, 
and New Jersey, as it gives to those out in the Middle West, that we 
cannot have a double standard of morality? 

Mr. Dickinson. One of the problems, one of the things that we 
really complain about, is that we are paying a supported price for 
practically all of our feed products. Eggs are not supported; poultry is 
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not supported. There were a few turkeys purchased, that is true. 
But for the most part the northeastern farmer has been producing in 
a relatively unsupported market. 

The butter price is of some importance to the northeastern farmer 


but relatively small in relation to his costs of production because the 
iverage northeaste rm dairy ” an is ae lucing milk for the fluid market. 
The fluid price in March of t vear Is approximate lv a dollar—about 
90 cents—a “eae tare pounds a than it was a vear ago. 

That is almost 20 percent. The evidence a before us is that the 


price of fluid milk in the New York mil ‘shed may 70 as low as $3.25. 


The producer f that fluid milk must enter the feed market, which is 
practically supported except in the case of oats. In the case of oats 
it Is supported at 85 percent of parity this vear, und naturally we are 
interested in obtaining a sup yply of feeds that can help to reduce the 
costs as these milk pric es are coming r down, and they are coin ¢ down. 

Senator Youna. Is it not true that in most of the milkshed areas of 
the East—Washington is a good example they practically prohibit 
shipments of fluid milk from other areas? 

Mr. Dickinson. I think that that is true more of the Washington 


market than of many other markets. The New York market is a very, 
very large market, I guess the ry largest market, and milk does 
flow into the New York metropolitan market. 

Senator Youna. You have certain fess: e protections to that par- 
ti ular milkshed area. 

Mr. Dicxtnson. That 1s true, except in the case of what we call the 
surplus classifications. Milk actually comes all the way from Wis- 
consin in certain forms of cream, frozen cream, and other surplus 


classifications, but it does not require the same inspection as the 
fluid milk. 

Senator Youna. Much more milk would flow into this area at a 
cheaper price to the consumers if it were not for these restrictions. 
Isn’t that true? 

The Cuairnman. I can answer that. Not a quart of milk would 
come in because the transportation cost would bring the price of 
Wisconsin milk above the price that it is bringing in the Boston and 
New York market to ay. 

Mr. Dickinson. In fluid form. 

The CHAIRMAN. Transportation costs are prohibitive. The milk 
marketing agreement, however, does not preclude importation of 
milk from any part of the United States into an agreement area. 

Senator Youna. What is the reason for having them then? 

The CHarRMAN. The marketing agreement? 


Senator Youna. Yes Che milkshed agreement. 

The CHAIRMAN. It is because in the old days, before we had the 
agreement, the cities that were able to do so would raid each other’s 
producers during a short seasoa. Then they would cut producers 


off cold aad leave them with no market whatever when the flush season 
came on. The result was demoralization of the market and the price 
of milk went to less than a ceat a quart in 1937. 

Something had to be done and the marketing agreement assures 
that each producer who complies with regulations takes his share of 
surplus which is produced during the seasou, and gets his proper share 
of the price of class 1 milk. 
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Che marketing agreements put int rect i urse were eected 
In mv State there were 18 farm auct own, and a town is 


about 20 sat 


juare mil c 
The cities’ board of health ati ms keep fl l] irol nvy } re 
coming into those citi and ( Ss! ' ( ne! ca | it 
those boards of bealth from imp + their 1 except by an 


amendment to the Constitution, because 1 the Constitution each 


State and the city within the State sets it ' tarv reculations. 
Senator Youna. I had a visit re ly with a manufacturer of this 


new type canned milk that can be st in a rocerv shelf. He said 
that he has been able to export a sizable amount to for countries. 
He said almost every clit has a restriction a t in-shipments of 
milk. So he is unable to sell much on the domestic market. 

That type of milk, canned milk, ould prov eC market for our 
milk producers in the Middle West if we were able to get into these 
eastern markets without restrictions 
t Mr. Dicxtnson. Those restrictions, S¢ or Young, are just 
Senator Aiken said. Incidentally, I did organize 14 or 15 cooperatives 


( 
in your State, Senator Aiken, 1 7 to get o the Federal n 


marketing arrangement, so that I know something about that. The 
market structure is such that you can only control the milk that is 
qualified and inspected for fluid consumption within the marketing 


area, but that still allows a considerable amount of milk to come in in 
other forms—cheese, and particularly creat 
breaks down the price structure. 


Senator Youna. I would like to insert another table in the record 
showing that the price of oats to the farmers in this Nation followed 
very closely the imports of Canadian oats In other words, as imports 
increased, the price dropp¢ d. Th 3518S a mo ith } mol th tab ilation 
from the Grain Branch of the Department of Agriculture 


1] ] 


The CHarRMAN. Without objection that will be inserted 
(The statement referred to is as follows 





: 
July 1952 84, 459 $0. 7 $ 
August 1952 s 

Septemt 1952 

October 1952 

November 1952 . 68 
December 1952 ! 7 

January 195 . s d 62 
Febrriary 1953 So 23 I > 


March 1953- - ‘ ase : -f 


Farm price is simple average of BAE midmonth farm price for Indiana, [llinois, 
Michigan, Wisconsin, Minnesota, Iowa, North Dakota, and South Dakota 

Price support rate, 75 cents is simple average of weighted average of county 
rates in the above listed States. North Dakota average price support rate, 69 
cents. 
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The CuarrmMan. Are there any further questions? If not we thank 
you, Mr. Dickinson. 

Mr. Thatcher is president of the National Federation of Grain 
Cooperatives, and general manager of the Farmers Union Grain 
Terminal Association. We are glad to have you with us this morning 
to contribute to the amount of information which the committee is 
receiving from a good many different angles. 


Senator Youna. Before Mir. Thatcher commences his t ‘stimony I 
would like to Say that I am conducting hearings on agriculture 
appropriations now and will be for the next 2 or 3 weeks. Iam cancel 


ing the meetings from time to time to take in certain hearings of this 
committee. 1 would like to have the record show that | am not able 
to attend here as regularly as I would like to because of the hearings 
on agriculture appropriations of which I am chairman. 

The CHairMan. That is true. Also let it show that I am not able 
to attend the agriculture appropriations hearings as much as | would 
like to. 

You may proceed, Mr. Thatcher. 


STATEMENT OF M. W. THATCHER, PRESIDENT OF THE NATIONAL 
FEDERATION OF GRAIN COOPERATIVES AND GENERAL MAN- 
AGER OF THE FARMERS UNION GRAIN TERMINAL ASSOCI- 
ATION; E. M. BARRY, COARSE GRAIN SPECIALIST; J. P. 
SHEPIDAN, BARLEY SPECIALIST; AND FRED OLSON, FLAXSEED- 
RYE SPECIALIST, FARMERS UNION GRAIN TERMINAL ASSOCI- 
ATION, ST. PAUL, MINN, 


Mr. Tuarcurer. Mr. Chairman, it is a very rare privilege to me to 
be able to appear before this distinguished group of Senators who are 
either here or will read these hearings. Iam very proud to represent 
a large group of grain producers in this country, and to present some 
of their case to you for your thoughtful consideration. In my appear- 
ance here as president of the National Federation of Grain Coopera- 
tives, which includes all of the re gional eraln cooperatives in the 
United States except a small one in northern Ohio, there are four 
members of that Federation that 1 want the record to show that |] 
do not speak for. One is the GLF, which has just made an appear- 
ance here. They are in the federation because of their interest in 
beans and we have a department for that. 1 do not speak for the 
regional grain cooperatives in Indiana, in Ohio, and Illinois, because 
at our last federation meeting they made it a point that they would not 
want to make a statement of their postion on support prices because 
of their farm organization relationship which seemed to be in some 
dispute about the matter, and therefore 1 want the record to show 
that 1 do not speak for them. But for all the others, which includes 
all the grain region west of the Mississippi River—that is the large 
group of States that produce grain products and surplus—I do speak 
for them on the matters that I am here about to discuss today. 

Because of our great interest in this matter of imports—and that 
is particularly what I want to talk about, agricultural imports—I 
arranged to bring along with me today some of my associates. With 
your permission | would like to call them to the table so that as ques- 
tions may arise | might want to ask them to speak because they are 
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experts in their particular field. Mr. Fred Olson, an employee of 
GTA, will speak with reference to rye and flax. Mr. Jack Barry will 
be referred to with meaner to matters pertaining to feed and grains. 
Mr. James Sheridan will refer to technical price matters as they relate 
to barley and particularly aiiaa barley. Mr. Handschin is our 
economist, and Mr. Hendrickson is our officer here in Washington. 
I know you are in a hurry and want me to get through. I think the 
most important parts of your Federal Government today are the 
two committees on agriculture in the Congress and the United States 
Department of Agriculture because of the importance of food, surplus 
of food, the importance of the farmers producing tre food and fiber 
they do, and having substantial surpluses to be used for peace abroad 
1 am particularly impresse 1d with the importance of our being able to 
be in your presence, knowing well that you men will do what ought to 
be done under all the circumstances. 

Senator Munpt. To which you usually add, and probably should, 
the importance of agricultural prosperity to our overall national 
prosperity. 

Mr. TuHatrcupr. Senator Mundt, I am delighted that you found time 
to be here and | will refer to that in my statement 

The farmers’ share of the national income will reach a new recoté 
low in 1953. It will be lower than the previous record low set in the 
disaster years 1932 and 1952, when the farmers’ share of the national 
income was 7.3 percent. 

Farmers are tightening their purchasing belts. The impact of this 
is now being felt by those who sell machinery, building supplies, 
automobiles, and other important items produced and sold by Amer- 
ican labor and industry. 

Main Street in the grain and livestock areas of surplus food produe- 


tion realizes how this economic squeeze on farm nye’. The impact on 
Main Street is more gradually being reflected in other seements of 
the Nation's economic life. But it will soon be felt. This is serious 


because if we have learned anything about the behavior of the Amer- 


ican economic system, it is that a prosperous agriculture is essential 
to insure a prosperous Nation. 

Short-term farm indebtedness is now at a new record high, $9.2 
billion. Only 7 years ago, in 1946, this short-term debt was $3.1 
billion. 

The long-term, chiefly farm mortgage, debt has increased from 
$4.7 billion in 1946, to $6.7 billion. And this figure will rise faster 
now because when the economic squeeze is on farmers they are forced 
to pay off short-term debts by raising money through placing 
mortgages on their land. 

The short-term debt increase reflects the fact that farm production 
costs are high, with no real prospect of declining. These operating 
costs increased from $14.8 billion in 1946 to $23 billion in 1952. 

While farm prices decline, reducing further the farmers’ share of the 
national income, we are being flooded with surplus farm products from 
outside our borders competing with the surplus of American farmers, 
insuring further farm price declines 

Canadian surpluses of oats, barley, rye, and wheat are seriously and 
increasingly depressing the price and income prospects of grain farmers 
Other producers of wool, of beef, and of many other farm crops see the 
handwriting on the wall, and they are deeply and properly concerned 
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And they properly turn to this committee and to Congress for realistic 
recognition of their difficulty and appropriate legislative action. 

These imports depress prices below parity and threaten to freeze 
our price levels rigidly and permanently below parity levels and even 
well below support-price levels where supports exist. These imports 
add substantially to the surpluses taken by the United States Depart- 
ment of Agriculture under the support programs. 

Thus farmers are losing hundreds of millions of dollars of annual 
income; the United States “Department of Agriculture is losing millions 
of dollars in warehousing expenses and is forced to muke sales at prices 
below acquisition costs. 

This has proceeded to an extent where now the United States 
Department of Agriculture is about to ask farmers to cut back acreages 
seeded to wheat and to vote on the imposition of marketing quotas. 

Congress has as its declared purpose in enac ting farm legislation to 
assist farmers to obtain parity prices and income. This objec tive is 
clear. And it is clear also that Congress anticipated the problem of our 
domestic farm programs attracting, through improvement of domestic 
farm-price levels, imports of competing surpluses from other countries 
with lower production costs, lower wages, lower transportation costs, 
and lower living standards. 

This legislation, specifically section 22, provided the mechanics for 
protecting the parity price goal for farmers. 

The executive branch of the Government—particularly the United 
States Departments of State and Agriculture—have persistently 
failed to use effectively this section 22, and to this day fail to use it 
as was clearly intended by Congress. 

President Eisenhower’s farm speech at Kasson, Minn., in last year’s 
political campaign, was accepted as a ‘golden promise.” It made 
parity prices a clear and attainable goal for this administration’s farm 
program. 

Farmers expect Congress and the executive branch of this adminis- 
tration to make good on that parity price promise for all grain and 
oilseeds. 

And the very first step that must be taken is to halt the use of our 
domestic price-support programs as world price-support p rograms. 
Until that is done, the golden promise of parity prices for producers of 
oats, barley, rve, and wheat is simply unattainable, and the congres- 
sional goal of parity prices and income is blocked permanently whether 
we are speaking of realizing parity by support prices or in the market 
place. 

I am here to tell you the story of how we have reduced tariffs on 
these commodities and have through inaction on section 22 effectively 
assigned a large part of our domestic market for oats, barley, rye, and 
wheat to foreign producers. 

[ will tell you what this means to producers in Montana, North and 
South Dakota, Minnesota, and other States, which is discouraging 
producers of these commodities, forcing them to concentrate on pro- 
ducing cereal wheat, corn, and flaxseed of which we surely have plenty 
already. 

Tariffs reduced: We have reduced tariffs on these grains through 
the reciprocal trade agreements. 

The duty on wheat “unfit for human consumption” has been reduced 
from 10 percent ad valorem in the 1930 Tariff Act to 5 percent. The 
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duty on oats has been cut from 15 cents per bushel in the 1922 Tariff 
Act and 16 cents in the 1930 Tariff Act to 4 cents. The duty on rye 
has been cut from 15 cents per bushel to 6 cents, on barley from 20 
cents per bushel to 7% cents 

Because we cut these duties while the general level of all prices 
advanced everywhere, the reduction if measured as a percentage of 
prevailing prices is even greater than if price levels had remained 
static. ‘These duties are so low as to serve as no real limiting factor 
so far as imports are concerned. 

Increases in imports: For many years imports of these grains were 
not significant. But they have moved up very fast in recent years. 

For each of the 1948-49 and 1949-50 marketing years, we imported 
about 19 million bushels of oats, which was far above average if we 
take out the war years, which we should do. In 1950-51, imports 
moved up to 30 million, in 1951-52 to 61,438,000, and this year, 
ending June 30, they will increase to 75 to 80 million bushels. Through 
February, our oats imports for 8 months were 47-million-plus bushels. 
Practically all come from Canada. Argentine competition is near, 
very near now, for all grains. 

In the case of rye, we are giving up our domestic market to Canada 
unless the trend is arrested. Our acreage and production are moving 
down because of Canadian competition 

Imports this year will exceed 3 million bushels, and our market 
price is really determined by Canada. 

In the case of barley, we expect imports this year, ending June 30 
to exceed 20 million bushels, a new high for any except war years. 

Remember that our producers have an interest in producing barley 
not simply for feed use which is the basis for vdianal prices. They 
— to meet the demand for malting barley, the special quality 

barleys desired by the malting industry. It is this premium market 
that has been taken over gradually by Canada, reducing our demand 
and the quality premiums paid to farmers by United States maltsters. 

In the case of wheat “unfit for human consumption,” the Customs 
Bureau defines this as wheat shown by grain inspectors to have at 
least 30 percent damaged kernels. This defirition has been inadequate, 
and the Customs Bureau now has under consideration proposals for a 
new definition. 

This wheat, the imports of which have created a scandal which this 
committee has already considered, competes with cereal wheat and 
our feed grains for markets here. ‘The imports have increased greatly 
to new record levels, 20 million bushels and up each vear. This year 
it is estimated that 25 million bushels will be imported, while CCC 
takes over about 400 million bushels of price-support wheat and 
carryover next July 1 is due to reach 560 million bushels. 

Are we defenseless in the fact of this challenge? 
not! 

Our executive branch could be proceeding according to law at this 
very moment to stop this excessive import movement, in the interest 
of our producers and our governmental farm programs. And such 
action would be consistent with the stated parity goal of Congress 
and the President. 

What is simply beyond our comprehension is, why this inaction? 


Of course we are 
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Who, just who, selected grain farmers as the persons who should 
be sacrified on the altar of more international trade? They don’t 
like it—to whom can they appeal? 

These are m\ recommendations: 

|. Let us stop having our valuable farm price-support programs 
misused while section 22 lies dormant, unused. 

Let us reinforce the parity price and income objectives adopted 
by Congress in farm legislation, by plugging the import loophole 
whic h serves to defeat the congressions al obje ctive. 

3. Section 22 should be amended to make clear that Congress 
intends that it be invoked at any time that imports interfere with 
attainment of the congressional goal of parity prices and parity income 
for farmers. 

4. Secretary Benson’s proposed amendment of section 22 is a step 
in the right direction, in particular his stated desire that specific 
authority for quick or emergency action be provided to limit imports. 
This power should be vested in the Secretary of Agriculture. 

5. If, as, and when we need to import wheat “unfit for human 
consumption”’—which is not needed now or in a foreseeable time 
ahead—it should be defined by Congress as wheat which consists of 
at least 75 percent of damaged kernels, and the Young-Anderson bill 
prohibiting the blending of this wheat with other wheat should be 
enacted. 

The Cuarrman. Unfortunately this committee didn’t get that bill 
It went to the Judiciary. 

Mr. THarcuer. | am rather amazed that that was assigned to that 
committee. 

The CHatrMan. We had hoped it would come to this committee. 

Mr. THarcuer. Number 6: Import quotas should be employed 
whenever needed as an integral part of the farm program until domes- 
tic farm prices reach a level of at least 110 percent of parity. This 
should be done so as to provide an opportunity for farmers actually 
to realize parity prices and income. 

We are in favor of foreign trade, of course. I want to pay par- 
ticular respect and appreciation for the work done by Senators Mundt 
and Anderson, joined in by other Senators with respect to the bill 
that they introduced to set up a special institution with a capital 
of 500 million dollars to enable this country to barter over the world 
I was particularly pleased when you appeared on the Senate floor 
when that matter was up and you a that very fine contribution 
that you did, and vou minimized this agony that is gomg on over 
this country and the people suffering over the thoughts of surpluses, 
and you attempted to minimize the surpluses that we now have in 
relation to world affairs. I thought it was a great contribution. 

The CHairnMan. What I tried to point out, Mr. Thatcher, is that 
when we consider our problems we should consider as a problem the 
difference between what we have and what we need, and not the 
entire crop. 

Mr. THatrcurer. | well remember, and my mind goes back just a 
short time, worrving about these surpluses. I remember when 
UNRRA was trving to find wheat to take abroad. In 1946 we put 
on a campaign over the country to clean out the bins to get wheat. 
I was fortunate thereafter to receive a nice inscription from the 
Director of UNRRA, Mr. LaGuardia, an award, a certificate of merit 
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and all the things that go with it, in 1946. I suppose now we will 
get some other kind of award for getting all this surplus that nobody 
seems to want. 

The CHatrRMAN. In May and June, 1948, we were scraping the 
bottom of the elevators to get wheat to meet our foreign commit- 
ments, and we were even taking it directly from the field to fill our 
foreign orders. We also had the situation pointed out by Mr. Stanley 
Andrews 2 or 3 days ago that with the Chinese Reds going into Laos, 
if they achieve possession of Siam, Burma, Indochina, that then we 
will have to give over Asia to Communist control or find some way 
of supplying them ourselves until they get on their feet again and 
recover their independence. [ have never considered that in the 
light of world requirements we had surpluses in any amount. 

Mr. Toarcuer. I think it will be sad news to go around the 
world, when the conditions are such as they are with food, if the word 
goes out that we are going to ask for a restriction of acreage in the 
near future. 

The CHarrmMan. It does not have a good effect on the rest of the 
world. We are subject to criticism today because we are attracting 
production of other countries to the United States which other coun- 
tries, the normal consumers and normal purchasers, need but cannot 
buy because they cannot match the prices obtainable in the United 
States. 

Mr. Tuarcuer. | would like to ask Mr. Barry, who handles mer- 
chandising of the feed for the Farmers Union Grain Terminal Asso- 
ciation, to offer some comments. I should say first of all, Mr. 
Chairman, that with respect to rye, barley, wheat, and flaxseed, the 
particular organization that | represent as general manager of the 
Farmers Union Grain Termimal Association, is the largest receiver 
of any grain institution in this country 

Senator Young. Mr. Chairman, before the next witness proceeds 
1 would like to have Mr. Thatcher answer the statement made by the 
previous witness, Mr. Dickinson of the GLF. He said that high 
quality oats which they need were not available here in the United 
States. 

Mr. THarcner. | was very much interested in the statement of our 
very good friend from the GLF—and they are our good friends, and 
we are very sorry to lose the fine business we used to enjoy. ‘They 
were a wonderful customer. We hope to get them back. We are 
anxious to serve them and give them good oats. 

l remember a few years ago when my friend Ed Stuhr was in charge 
of their grain procurement program he called me on the phone and 
begged me to find them a few cars of oats and we found them and we 
saved them, even though Canada was not providing our oats. 

Mr. Barry, would you comment on the poor quality of oats that our 
poor farmers seem to be producing in this country? 

Senator THyr. Mr. Chairman? 

The CHarrMan. Senator Thye. 

Senator Torr. Before Mr. Barry makes his statement I would like 
to say that I was particularly interested in page 6 of the statement, 
item 1, referring to section 22. Many of us have recognized that sec- 
tion 22 is like an old steam engine. Some of you know what the old 
steam engine was like. It was just too slow and cumbersome a piece 
of machinery. Section 22 has been ineffective in safeguarding us 
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against imports which will ruin our own markets while we are endeavor- 
ing to support our market. 

[ was particularly happy over the fact that the President has asked 
the Tariff Commission to make a study of section 22. Many of us took 
a tremendous amount of plain criticism, editorially and otherwise, 
when we supported section 104 in the Defense Production Act, to 
try to set up a legislative machinery to safeguard us against the im- 
ports of fats and oils. 

Unless section 22 is amended, perfected to make it effective, it is 
absolutely useless in any of the public laws that it is now in. There- 
fore, I was particularly interested in your referenc to that question. 

Mr. THATCHER. Rather facetiously, maybe, but for a long time I 
have referred to section 22 as one that was specially well named because 
it takes 22 months to get anything done. 

Senator Tuyr. You are entirels right, 

Mr. Tuatcuer. I hope you retain section 104 in the Defense Act 
until you get this horse and buggy converted in to a good power 
machine. 

Senator Taye. Thank you for that statement, and we need your 
help on that, with the attacks we have had upon us because of it 

The Cuarrman. We had excellent testimony from the Tariff Com- 
mission vesterday morning. The Tariff Commission has been asked 
by the President 6 times during the last 18 vears to make an 
investigation in accordance with the provisions of section 22. The 
last investigation they made, relating to wool: they concluded their 
investigation on October 31, 1952, but have never made any report for 
reasons which Mr. Brossard said would not be in the public interest to 
divulge. We do not know what they are. 

He also pointed out that when President Roosevelt asked for an 
investigation on cotton in 1939 and on wheat in 1941, I think it was, 
or 1942, that those investigations had never been closed. Action 
was taken on cotton and wheat. They have never been closed, and 
tor that reason the President on those commodities could take action 
in a week’s time anytime that the Tariff Commission makes a report 
to him. 

They also pointed out that in some of those early vears the President 
took action in 30 days after the Secretary of Agriculture requested 
action. But during the last 10 years that privilege has practically 
been dormant. 

Mr. TuHarcuer. I was happy to read Secretary Benson’s statement 
with respect to what he needed in section 22, and his apparent anxiety 
to get busy and do something with section 22 in asking for a strengthen- 
ing of the provision. I hope you ian not lose section 104 for awhile, 
however, because as I remember it, June 30 or July 31 

The CHAIRMAN. June 30. 

Mr. Tuarcuer (continuing). Then flaxseed can come rolling in 
here from Canada. I am sure that everybody from Canada knows—— 

The CuarrMan. I think it was the 8th of April that President 
Eisenhower asked the Tariff Commission to make an investigation 
and an early report on all fats and oils. 

Mr. Tuatcuer. He is aware of this situation and is doing some- 
thing about it, 

The CHarrman. We would naturally have reason to expect that 
the President would take some action by, I would say, the Ist of June. 
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If he does not, I have assured him that the Congress will take action 
to continue section 104 on some law. 

Mr. Tuarcuer. I wish you could put in some other commodities 
in that section 104. 

The CHAIRMAN. Weare lucky to get that. 

Senator Munpr. We tried that the last time and did not quite 
getitdone. This time we might. 

Mr. THarcuer. You did pretty well for the first run in only 15 
minutes’ time. You got 37 out of 81 votes—South Dakota thinks 
you did a good job. 

The CHarrMan. Within the next 6 weeks the President will have an 
opportunity to state whether he intends to make use of section 
22 or not. 

Mr. TuHarcuer. I think the President meant what he said in his 
campaign speech at Kasson. I believe that and I believe it to this 
minute. 1] think that when he gets proper information and is shielded 
from misinformation that he gets sometimes, I think he is the fellow 
who will operate it. I believe that thoroughly 

The CuarrMan. Time will tell. 

Senator YounGc. May we have the answer to that oats question now? 

Mr. Barry. Senator, referring to Mr. Dickinson’s remarks about 
the quality of oats that we raise in this country, I do not think that 
anybody in the grain trade, nationally, the distribution business 
nationally, or the feed manufacturers generally in the United States, 
would give that statement any serious consideration at all. It just 
is not true. 

Senator Youna. Do you have any good quality oats available now? 

Mr. Barry. At the moment, no. We are out of oats. We have 
had no receipts from the country for practically 4 or 5 months, the 
price got so low. To give you the history of the feed manufacturers 
in the east, supplying the same trade that GLF used, and including 
GLF themselves, we have had a very large business distributing 
oats all through that section for a great many years. The oats that 
we gave them were raised in the United States We are serving a 
trade here on what they call the Eastern Shore That is the most 
highly concentrated broiler production in America. The _ broiler 
trade, or the poultry trade, does require a higher type of oats than 
does the dairy trade. They are a little fussy. But they are not too 
fussy but what we could ret a lot of our oats in to the m, and others 
up and down the coast, including the entire section from Chicago 
ast to the seaboard and up into the New England States 

Specifically, with GLF, first they are located a little bit differently 
because they are on the water and they get a lot of water-borne grain 
out of Chicago. They get a lot of rail grain from the te« rritory east 
of Chicago, the surplus from Ohio, Indiana, sometimes from Michi- 
gan. They are a little bit more favorably located for that purpose 
so we do not get into there too often. 

One of my troubles in getting into GLF with my oats when Ed 
Stuhr was there, was not that my quality was too low, but that he was 
looking for a cheaper, lower-quality type of oats. Specifically, I had 
to compete with what they call cereal oats that they get from the cereal 
mills. The large cereal mills take these regular oats, they needle 
them, and take out the real thin oats. They do not use that in their 
cereal product. Those oats they load out, they have trade names for 
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them like Imperial and so on. They are nice, thin oats, and very 
suitable for the dairy trade. So any time that I quoted Ed Stuhr, 
when he did not want oats for the poultry end but for the dairy end, 
I had to compete with the Imperials and cereal oats in price. The 
meaty oats have been taken out of there for the cereal trade. 

Mr. TuHarcuer. What is the price eftect on Canadian imports? 

Mr. Barry. The price eftect is that nobody can ship oats from 
Minneapolis east of Chicago. We are just out of line. 

The CHarrmMan. What do Canadian oats sell for today? 

Mr. Barry. I do not know what the Canadian oats are. I know 
that my price has been out of line in the east, east of Chicago, from 


4 to 7 cents a bushel right along from last August or September. So 
you just hardly bother quoting it. You just check once in a while to 
see how far you are out of line. The quality of these oats coming in 
has nothing whatever to do with their buying the oats in Canada. It 


is price only. 

Mr. Tuarcner. How soon do you expect the price of oats to reach 
parity? 

Mr. Barry. We would have some chance, if we had some restric- 
tions on the imports of Canadian oats. If there is no change in this 
present situation we will never get parity. 

Mr. Tuatrcuer. Unless there is a shortage in North Americ: 

Senator Torr. That is right. That is one reason why | iabinieese 
a bill proposing o the reguls ar basic supports for oats, barle V; and rye. 
You are never rong to get pi Lrity for oats as long as oats can come in 
from other countries of the world, and more especially from Canada 
because you have no greater supply coming in from Canada than you 
have from the central part of the United States 

Mr. Barry. As a matter of fact, their oats move in a lot cheaper 
because their rail rates from the point of origin there actually 
I made a check here a year or so ago—and the cost of moving grain to 
North Dakota over the American rails to our lake head at Superior, as 
compared with Portal on the Saskatchewan side, to Port William, a 
distance of two or three hundred miles farther, their rate was only 40 
percent of ours. 

Senator Tuyr. You just cannot compete with them. 

Mr. Barry. We area high cost country, they are a low cost country. 
All of their costs are way down. Any hope that we had of ever attain- 
ing parity with these things that are unrestricted as to imports is just 
a complete myth. 

Senator Youna. As a result Canada is destined to become the 
most prosperous nation in the world. 

Mr. Barry. Now they are very prosperous. 

Senator Younc. Their dollar is worth more than ours. They 
have had one tax reduction and from raperte they are about to have 
another one. 

The Cuarrman. I think we have indications that the tremendous 
increases in the cost of transportation is responsible for changing 
areas of production, not only in oats but in other commodities as 
well. Sometimes it seems to me that the transportation costs in 
the United States are getting out of hand. It is entirely possible 
that transportation costs in Canada are more in line with what they 
ought to be. 
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Mr. Tuatrcuer. The railroads have had their support prices raised 
11 times since the war. 

The CuHarrman. They have gone up tremendously during that 
period which you used, from 1946 up to the present time. The end 
does not seem to be in sight. 

Mr. Tuatcuer. | would like to refer, Mr. Chairman, always to 
what labor is able to exact, what railroads are to collect, or what can 
be administered in the price level by big organizations like oil; I like 
to refer to them as support prices that range from 100 to 150 percent 
of parity. 

I think we get a better picture of what our whole economy is like 
when we understand that these prices that people are able to impose 
by virtue of State and Federal laws, monopoly or whatever they are, 
regimentation, like in oil, that their prices are support prices in the 
sense that they have been given the power to do that. 

In the case of oats, we have a 75 percent support price and it will 
always be 75 percent or less so long as we have surpluses and Canada 
can ship grain in here and add to our surpluses. I want to make the 
point for the record that under such circumstances farmers never 
are going to get parity and at the present basis they are going—maybe 
half of them—-to go broke if this continues for another 3 years. 
Senator Tyr. Your operating expenses are still on the inflationary 
level. 

Mr. Tuarcuer. We have to pay high support prices for the big 
items of costs, whether they are taxes, whether transportation, whether 
machinery, or whether petroleum products. In return for that we 
are asked to be glad and be happy and grateful to have 75 percent 
support prices on oats, and there are some people in this country who 
say that is good and we ought to have more imports. 

Senator Munopr. In line with that point I wonder if your statisticians 
have any figures which show the smaller decrease in tariff reductions 
which obtained for what the farmer buys as compared with these 
very sharp tariff reductions in terms of what the farmer produces. 

Senator Youna. I made a computation which I would like to put 
in the record at this time. The tariff on the following agricultural 
commodities, based on the value on the Chicago market, as of April 8: 
On we 7% pe sos malting barley, 30; corn, 12% cents; oats, 4; 
rice, , feed wheat, ! ) percent; wheat, 21 cents; butter, 7; and pork, 
fresh, 3% to 2. That averages out to about 7 percent. 

A corresponding tariff on industrial goods—and | got this list from 
the Library of Congress—theirs averaged out at 15.2 percent. We 
have approximately ‘doubled the tariff on industrial goods as compared 
to agricultural goods. 

I would like to list for the record the industrial goods that I took a 
computation on: sewing machines, electric motors, washing machines, 
electric generators, electric transformers, radios, refrigerators, cotton 
apparel, shirts, gloves, woolen apparel, felt hats, copper wire, insulated 
and bare. 

(The material above referred to follows:) 
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List of articles and umport duties 
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Copper wire 
Insulated 35 percent | 4 cents per 1744 percent plus 2 cents per 
pound on copper content pound on copper content 
Bare. . . 25 percent plus 4 cents per 1246 percent plus 2 cents per 
pound on copper conte! pound on copper content 


Mr. Tuatcuser. Mr. Sheridan, what is the import duty on a bushel 
of barley? 

Mr. SHERIDAN. Seven and a half cents a bushel. 

Mr. THarcuer. What is it on beer? 

Mr. SHERIDAN. $3.87%. It takes approximately a bushel of barley 
to make a barrel of beer, and that is a basic commodity. 

Senator Munpr. That is exactly the point I was getting to, that 
you have this support price in the tariff situation which favors this. 

The CuarrMan. That is very interesting. 

Mr. Olson, what effect does the Canadian import of rye have on 
our rye market at Minneapolis? You handle more rye than any man, 
so far as I know. 

Mr. Ouson. The record is that our domestic consumption has 
decreased. Even though that has happened, we are still producing 
less than we are using. Despite that deficiency, our prices are still 
below parity. 

The CuHarrMan. Could you afford to produce rye unless the price 
was in line? Could you produce rye profitably at 90 percent, or even 
100-percent parity in this country today? 

Mr. Tuarcuer. There are certain lands that will be used for rye, 
thin lands. They will not use it for anything else. Sometimes they 
use it in rotation. It is not a big production in this country. At 
these prices we will have some rye produced. 

Senator Taye. In certain areas in Minnesota where you have only 
rye as a safe crop. 

Mr. THarcuer. It is on the thin land. 
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Senator Ture. That is right. It is useless to plant anything else 
on it. If you did you would get a wind erosion or it is so thin it 
would not produce. 

Mr. TuHarcuer. It is helpful to our economy. 

Senator THye. Certainly. Rye is a positive in many, many areas 
of Minnesota. 

Senator Youna. It is about the surest crop we can produce in 
North Dakota. It is also helpful in controlling wild-oats infestation. 
Our rye production is now at the lowest point in 80 years. 

Mr. THarcuer. On the theory of a free market place, if there are 
no imports of rye at last farmers will get parity and way above parity. 
It May be 150 percent of parity because we produced less than we 
used. In the case of wheat there is a particular type of wheat called 
durum wheat which we use in this country for making flour out of 
which come macaroni and spaghetti and so forth. That is not a big 
production, 25 or 30 million bushels, but it is protected against 
imports. We have a shortage this year. Those farmers who had 
good weather and raised durum wheat are getting parity. 

Senator Youna. And a little above. 

Mr. TuHatcuer. Yes, for the best. For the poorer, no. We have 
had premiums as high as 80 cents a bushel. ‘Today I think the top 
level is 65 cents. But there is a case of where you are just a little short 
of the real demand for it. We do not dare produce our agricultural 
products on any such basis as that. That is a freak circumstance 
It is the first time in many years that I have seen durum wheat reach 
parity prices. 

How about flaxseed, Mr. Olson? You handle more flaxseed than 
anybody in the United States, bringing it in from the country. What 
is your situation there? Have we enough supply on hand of linseed 
oil? 

Mr. Orson. Total bushels of flaxseed, and the linseed oil equivalent, 
together we have approximately one and one-half year’s supply on 
hand. 

Senator Ture. That surplus is not reflected in the cost of linseed 
oil in paint? 

Mr. THatcuer. They have good support prices in paint. 

Senator Tuyr. I will say they have. 

Mr. Otson. The importations, as you all know, are restricted right 
now under section 104. That is due to lapse on June 30. But if it 
does lapse there is no doubt that at present market levels flax will flow 
from Canada to the United States. 

The CuHarrmMan. Is there a large supply in Canada today? 

Mr. Outson. Yes, there is. 

The CHarrMAn. Would there be danger of large imports from any 
other country? 

Mr. THatcuer. Years ago we received about half of our flaxseed 
from Argentina. There was a time when they could bring it up by 
boat for 7% cents a bushel. We had about half come from Argentina. 
When the threat of World War II came on we immediately put on 
a program to get our own flaxseed production, for obvious reasons. 
That got us into producing all that we need. But Argentina is back 
in the picture again. 

The CHArRMAN. Why are the farmers in your area contemplating 
a large increase in planting flax this spring? 
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Mr. Outson. The increase is due in a large part to switch in acreage 
because of the price of the oats and barley. 

Mr. Txarcuer. Particularly barley. I have talked to many 
farmers about it. I was in Pipestone, Minn., the other night for a 
meeting. The manager was telling me that the farmers are bringing 
in their seed barley and selling it because they are going into the 
flaxseed. That brings the point of what is happening to our malting 
barley market. If you do not mind, I would like to ask Mr. Sheridan, 
who handles that, to tell us what happened to our malting barley 
market. 

Mr. SHERIDAN. In recent years our malting barley has been decreas- 
ing. It was a little over 11 million acres in 1950, a little over 9 
million acres in 1951, and in 1952 it is a little over 8 million acres 

Mr. Tuarcuer. Are you talking about acres? 

Mr. SHerman. Acres. That is the decrease. Minneapolis is the 
largest receiving market for barley in the United States. It is the 
principal malting barley market. Our three States of Minnesota, 
North Dakota, and South Dakota furnish about 60 to 70 percent of 
the malting barley used by the malting industry and the malting 
brewers. 

We find that malting barley generally brings a pretty substantial 
premium over the price of feed. In historical years—you can take 
any 10 years back—the Department of Agriculture’s figures show that 
malting barley has obtained a premium of in excess of 30 cents a 
bushel over the price of feed. Our price this year, because of a short 
crop, started out rather high in Minneapolis. We thought we were 
going to achieve parity for malting barley, that is parity including the 
premiums over feed, 

Along in August we were getting $1.78 a bushel in Minneapolis 
for what we called choice to fancy malting barley. Ina fact, some good 
and intermediate malting barley was selling at the same price. In 
the latter part of August it became known that Canada was going to 
produce a crop of barley and that was under cover, that the frost did 
not damage, or the weather. As a result, our market started to slip. 
Considerable malting barley was imported into the United States 
prior to the close of navigation last year. There will be a lot more 
come in after the opening of navigation and it is now open, for this 
summer. 

That forces our prices, domestic prices, down, because United States 
buyers know they can buy malting barley in Canada at lesser prices 
and our market has gradually worked down to a point where today 
fancy malting barley in Minneapolis is selling at 7 to 8 cents a bushel 
under the parity price for No. 2 feed barley, while it normally brings 
a premium of 30 cents a bushel over feed barley. 

We have gotten to a point where the United States producers are 
cutting their ac reage. We do not like to see it happen. They are 
going into flax and wheat. We certainly have big surplusses of that. 
We feel that these Canadian imports should not be allowed to come 
in until barley reaches parity in this country, or 110 percent of parity. 
Theo let them bring in all they want, as long as our farmers get 
parity. 

Mr. TuatcHer. Handle it by quota the way we do sugar, That 
is a sweet business, 
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Mr. SHERIDAN. I would like to state how the acreage on Canadian 
barley has gone up in the last 3 years. In 1950 their acreage up there 
was 6,625,000 acres. In 1951 it went to 7,840,000; in 1952 to 
8,477,000. In 1950 they produced 171 million bushels of barley. 
In 1952—that is this present crop year—294,600,000. 

Mr. THatcHer. More than we produced. 

Mr. Sueripan. If something should hs orn n where Argentina again 
raises a corn crop, what will happe n to the Canadian barley? They 
are exporting a lot of it to the European ae now. If Argentina 
can supply corn to the deficit countries Canada is going to have a lot 
of barley up here and Commodity Credit is going to wind up owning 
a lot of barley under our support program because importers will 
bring a lot of Canadian barley that will force United States barley 
to go under our support-price program. 

Mr. Tuatcuer. I would like you to comment on the fact that in 
reality the importation of Canadian feed wheat finds itself in our 
wheat account and not only ends up in the supply of wheat that the 
Government gets in its inventory but it has a cumulative effect. If 
you will take the last 3 or 4 years of cumulative effect you will find 
a large carryover of United States wheat because we brought in 
Canadian feed wheat. 

Mr. Barry. Referring to wheat unfit for human consumption, 
coming in with 30 percent damage, with only the 5 percent ad valorem 
duty, in 1949 there was 1.1 million which came in. In 1950, 11.6 
million; in 1951, 30.7 million; and the current year’s estimate is 
25 million bushels. That wheat comes in here and presumably is fed 
to livestock. Let us assume it is all fed to livestock. What actually 
takes place is that some other wheat that would have been fed to that 
livestock is available then for milling or for export. So that the total 
amount of these imports for this purpose actually is added to our 
surplus at the end of the year, and that is cumulative. 

In other words, if you just take the last 2 years we brought in 56 
million bushels, adding this amount to our own surplus of wheat at the 
end of the year. I notice in that same respect, these huge crops of 
wheat that Canada has been raising up there have not all been shipped 
yet, including a lot of their frosted wheat, their tough wheat. 

The CHatrRMAN. You mean from 1950? There is still some of that 
left? 

Mr. Barry. That is right. They started in on a 3-year program 
to feed that out. That is facing us. 

The CuarrMAN. The Canadians got feed price for that wheat. It 
was after it got to the United States that it got involved or inter- 
mingled with high-grade wheat and suddenly found itself important 
in the market. 

Mr. Barry. That is right. 

The CuarrMan. It displaced the sound wheat, forced the Com- 
modity Credit to take over that much more sound wheat. We un- 
doubtedly haven’t heard the last of that situation yet. 

Mr. Barry. That is true. What I point out is that there is a pile 
of that kind of wheat left there still. It isn’t unusual for Canada to 
have frosted wheat from time to time. 

The CuarrMAN. The collector of customs from Minnesota, Mrs. 
Savella, apparently tried to do something about that situation, but 
did not get much cooperation from other officials here in W ashington. 
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I think she is still trying to do something about it. Whether she is 
still attempting to get cooperation, I do not know. There was a case 
where the intent of Congress was just deliberately flouted, and worse 
than that. 

Senator Young? 

Senator Youna. Are you familiar with the operations of the 
Canadian wheat pool? As I understand it, they set one price for 
domestic consumption and they set a lower price for export. 

Mr. Barry. I do not know what the prices are at this moment 
but a few years ago they began to classify their wheat. I think they 
had three Classes, the class they were using for deanaits the class they 
were exporting alias export agreements, and, third, the class they 
were exporting to us and elsewhere on the world market. 

Senator Youna. It is an arbitrary price. 

Mr. Barry. They set an arbitrary price for the wheat sold here, 
what they called an equalization fee, to compensate for the difterence 
in their markets, the lower market than ours, so they collected an 
equalization fee to bring their price up to our price on that portion of 
the wheat which came to this country. 

Mr. TuHatcuEr. You understand that the Canadian wheat is a 
pool, they have a complete monopoly. The farmers do not sell wheat 
they deliver wheat, get advance payment and get a final payment at 
the end of the year. 

[ visited the other day with Mr. Don Stevens, an important official 
of General Mills. He told me—and this is the substance of it—that he 
ran out of wheat in connection with exporting flour under the Inter- 
national Wheat Agreement. There is a period of about 3 months 
in the year when Canada, through its operations and using its mills, is 
slowing taking over export markets that we formerly nee in flour. 

In the case of flour export sales from our milling wheat, we con- 
stantly have been losing. The effect has been in the last lee years 
that we have lost, as a result of the Canadian monopoly competition, 
the equivalent of several million acres of wheatland. 

Senator Youna. Argentina has the same situation. They have a 
price to meet any particular export situation. 

Mr. Tuarcuer. In the world market we are dealing with four 
giants, unlike our system—Argentina, Australia, behind the Iron 
Curtain, and Canada. They are practically four monopolies in 
contrast to what we have. 

We are very grateful for the International Wheat Agreement, of 
course. But we do not have the facility of operation here that we 
do in the other countries unless we give that to the Commodity 
Credit Corporation. 

If we gave the Commodity Credit Corporation full utility of opera- 
tion that the other countries have, and could have the proper system 
here, we could work it. 

The CHarrmMan. Would we then get into a competitive situation 
which would result in lower price levels for everybody? 

Mr. Tuarcuer. It could be. I do not know. You would have 
to work out an international agreement. 

The CuairMan. Is it better to work it out through agreement, if 
possible, than to get into a competitive situation? 

Mr. THatrcuer. Yes. We are sunk if we do not have agreements. 
I am going to make one more statement, if I may. 
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The CHariRMAN. Yes. 

Mr. TuHarcuer. A week ago yesterday, I went on the air on our 
program and spent about 9 minutes. I asked the farmers to send to 
me a statement of their farming operations. I apologized a year ago 
to this committee for lack of concrete information from the farmers. 

We got everything on production but very little on what our actual 
operating results are on these farms. I have received, in 5 days, 
this group of letters. I was talking to my secretary last night and they 
are still piling up. 

If every Member of our Congress would read this mail, I think it 
would be very helpful. I think you would start writing new legislation 
for agreement. 

The CuarrMAN. Let me ask you a rather basic question. Do you 
think that the parity formula is a proper criterion to use, on which to 
base farm prices? 

Mr. THatcuer. The present one we have? 

The CuHarrMAN. Either the present or the old one. The old one, 
of course, gives ~ 

Mr. TuHatcuer. | think the new one is the worst conception that 
I have read in all my life. You know I feel that way. With regard to 
the old one, 1 have not found anybody who can justify it. 

The CHarrMan. | know you felt that way ever since the Farmers’ 
Union representatives came in here and gave very ardent testimony in 
support of it. 

Mr. Tuarcuer. That is another day. 

The CHarrMAN. That was about 3 months later. 

Mr. Tuartcuer. | think your question is right on the line. I might 
say to you that I have coming into my office on May 2 three outstand- 
ing agricultural economists in this country, and we are starting in on 
the parity formula. 

The CHarrMAN. The reason I asked you is this: I asked the Bureau 
of Agricultural Economics the other day to figure out what labor’s 
parity would be today. 

They went back and used the base 1909 to 1914, which is the most 
favorable base for the wheat grower, as I understand it, and took that 
base for labor, too, were using that base for agriculture. The price 
for farm products in the United States today is around 94 percent of 
parity. 

The purchasing power for labor, as I recall it, was about 300 percent 
over the 1909 to 1914 period. Certainly for industry it is way over 
100 percent. 

Undoubtedly for commerce it is way over. In view of that fact, 
I am wondering if the parity formula is an adequate criterion on which 
to base farm prices today. 

Either the 1909 to 1914 base period or the movable base period which 
the later formula carried. 

Mr. THarcuer. | have not found anybody and I am searching 
all the time—who can justify either one. 

The CuarrMan. That is the question that | am asking you. 

Mr. THatcuer. 1 am paying money to three outstanding econo- 
mists to come and start work on this question. 

The CuarrMan. The parity formula has become something of a 
sacred cow, one or the other of the parity formulas. 
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Mr. THarcuer. Let’s not lose what we have. It ought to be 
improved. 

The CuarrMan. Do not lose it. Take citrus fruits. The citrus 
grower has done very well in the last 2 or 3 years because he is selling 
for some 35 percent of parity, and doing very well at it. 

Mr. Tuatcuer. The old one assumes there has been a static condi- 
tion in agriculture. 

The CHarrMan. That is right. 

Mr. Tuatcuer. Of course, that is wrong. We have had all the 
technological developments and what science has done and it is all 
changed. I suppose we will end up with 40 different indices to prop- 
erly meet the different commodities. 

You found error early, for illustration, in milk, and you changed it. 
Then tobacco could not get along and it got another period. All we 
want is what is right. That is all that you want, I know. I cannot 
justify either one of them. 

The CHarrMan. I just thought I would ask you. I thought you 
might have the answer. 

Mr. Tuarcuer. We are going to try to find something on it. 

The CuHarrMan. | hope the day never comes when we have no 
problems. 

Mr. Tuatcuer. I want to thank you very much for this generous 
amount of time that you have given us, and the friendly manner in 
which we have been received, and to listen to us. 

The CuarrMan. We are very glad to have you here. I realize that 
probably you and Mr. Dickinson would see the situation from differ- 
ent angles. It is entirely natural that you should. 

Mr. Tuarcuer. Certainly. He is a buyer. I would think he 
would be a poor buyer if he did not do everything he could to protect 
his institution. 

The CuatrmMan. We know that the Grain Terminal Association and 
the GLF have both done tremendous good in their own field. 

Mr. TuHarcurer. Thank you. We know GLF has and we hope we 
have. 

Senator Youna. I think GTA is to be commended for the time you 
have taken in coming in here and the excellent presentation you have 
made in behalf of the farmer’s problems. I wish all processors and 
handlers of food would take a similar position, that of interest in the 
producers rather than their own selfish interest as handlers and proc- 
essors at all times. 

Mr. THarcuer. We cannot have selfish interest in a cooperative 
except for our producers. That is all there is to it. 

Senator Munptr. We appreciate your bringing the array of brain 
trusters along, too, to backstop you. We do not think you need it, 
but it is nice to have. I am glad my own Senators can be here. 

Senator Tuyn. I made a very special effort to be here for this 
testimony. When I left the Appropriations Committee was still in 
session. 

The CHarrMan. We have three more witnesses to be heard today. 
It seems best not to undertake to hear them now. They are all, I 
take it, members of the Chicago Grain Exchange, but possibly rep- 
resenting different viewpoints there. I do not know. 
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There are Ben Raskin from Donald F. Rice & Co.; Robert Buckley, 
Chicago grain broker; and F. A. Jost, from Gerstenberg & Co. in 
Chicago. 

We will take a chance on coming back here at 2:30. Something 
may come up on the floor that we cannot do it, but I think we can 

(Whereupon, at 12:13 p. m., the committee recessed, to reconvene 
at 2:30 p.m. the same day 


AFTERNOON SESSION 


Senator YounG (presiding). The committee will come to order. 
Mr. Raskin, do you have a prepared statement? 

Mr. Raskin. Yes, sir. 

Senator Youne. Will you proceed? 


STATEMENT BY BEN RASKIN, DANIEL F. RICE & CO., 
CHICAGO, ILL. 


Mr. Raskin. Mr. Chairman and members of the committee: My 
name is Ben Raskin. I am an economist and market analyst for 
Daniel I’. Rice & Co., of Chic ago, Ill Our firm is actively engaged In 
the marketing of cash grains and futures in the Chicago terminal 
market and on the various futures contracts markets in the United 
States and Canada. Over a period of time our firm normally handles 
15 percent of the domestic corn and oats consigned to the Chicago 
terminal by rail. In addition, we act as exporters of various grains 
from time to time. 

[ am pleased to have this opportunity to participate in this inquiry 
on various aspects of our grain marketing problems and I hope that 
my comments will be of some benefit to the entire hearings on these 
very vital farm questions. 

For the past vear and a half the price level for the major farm com- 
modities has been and continues to be under severe pressure. A 
noticeable acceleration in the decline has occurred since the beginning 
of the current calendar year. This decline must be a matter of deep 
concern not only to the farmers of the United States but to every 
citizen of this Nation. 

There is no question but that some portion of the price decline 
can be attributed to a worldwide readjustment and deflation from 
the price peaks posted after the Korean war was initiated. But it is 
my opinion that this is only a portion of the complete answer; that a 
significant part of the price decline is primarily due to specific govern- 
mental and trade actions and to various events in the export-import 
situation. It is further my opinion that correction of these specific 
irritants would immediately result in a substantial price improvement 
of the various farm commodities involved. 

I would first like to direct the attention of the committee to the 
very serious problem involving the importation of oats from Canada 
into the United States. Importations on a very large and uneconomic 
basis commenced in the vear 1951 and since that time the price 
level for oats and competitive feed grains has been subjected to a 
continuous and unduly severe weight. In connection with this 
importation, attention can be called to a Commodity Exchange 
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Authority report dated October 15, 1952, entitled, ‘Investigation of 
Importation of Oats From Canada, 1951-52.’ This report plainly 
implied that manipulative practices were possible and present during 
this period of time and referred the entire matter to the Solicitor of 
the Department of Agriculture for consideration of appropriate legal 
action. Up to this date we have seen no such legal action and have 
witnessed a further extension of the movement of Canadian oats into 
the United States. 

[ do not believe one could seriously object to the importation of feed 
grains from Canada into the United States if such were accomplished 
to fill up gaps caused by lack of United States supplies and if it wer« 
done on a normal economic basis. But the record will reveal that these 
importations were accompished on a basis which can only be - rmed 
as costly; were accomplished during a period of time when United 
States feed supplies have been considered more than ample, and have 
resulted in great economic loss to the United States farmer. 

One must consider the importation. of oats in relation to the total 
United States grain and storage situ: —. Out of approximatel) 
55 million bushels of elevator space in the Chicago terminal district 
roughly 32 million bushels is so-called aalie warehousing space 
Just prior to the domestic movement of wheat and oats in the summer 
of 1952 about 12 million bushels of Canadian oats were placed in the 
Chicago terminal. Asa result of this, farmers were forced to take sub- 
stantial discounts for their wheat and oats during the harvest season 
Again, in the fall of 1952 Chicago elevators were called upon to absorb 
more Canadian oats at the time of the corn harvest. As a result, 
American corn producers had to sell their corn at prices substantially 
beneath their true market value. 

The importation of oats has not only resulted in a lower price for 
oats at has in turn affected the price of corn, a competitive feed 
The lower corn price has meant a serious loss to the taxpayer due to 
the fact that the CCC inventory on corn is worth less and there is a 
decided tendency for farmers to place more corn in the loan program. 

One aspect of this importation of oats is a technical problem. This 
concerns itself with the fact that Canadian grading standards and 
United States grading standards are different. Canadian No. 1 feed 
oats are worth 5 cents less than the basic futures contract in Canada 
and the same oats brought down into the United States are worth 
2 cents per bushel more than our basic futures contract on the Chicago 
Board of Trade. To be specific, No. 1 feed oats in Canada are graded 
No. 3 extra heavy white oats in the United States. 

Our firm for some period of time has attempted to interest the 
Government and the grain trade in changing the grading standards 
on oats and other grains. Despite the fact that the great bulk of 
American oats now weigh 36 pounds a bushel or more, the standard 
bushel for contractual relationships is 32 pounds and it is even pos- 
sible to deliver a 27-pound bushel of oats oa futures contracts in the 
United States. We have written to Mr. E. J. Murphy of the United 
States Department of Agriculture asking for hearings to consider 
changing United States grading standards and our inquiries and sug- 
gestions, I might say, have been futile. It is our opinion that chang- 
ing grading standards to conform with the actual technology and 
facts would result in the improvement of grain prices. 
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Senator YounGc. What answer if any did Mr. Murphy give to 
your question? 

Mr. Raskin. As a matter of fact, just before I left Chicago yester- 
day I received another reply from the United States Department of 
Agriculture and with vour permission I would like to read it. 

Senator Youna. I think it should be in the record 

Mr. Raskin. It 1s as follows: 

Unitrep States DEPARTMENT OF AGRICULTURI 
PRODUCTION AND MARKETIN ADMINISTRATION, 
Washington 25, D. C., April 20, 1953 


Mr. Ben RaAskIN, 
Daniel F. Rice & Co., 141 West Jackson Boulevard Chicago Ill 





Dear Mr. Raskin: This is in reply to your letter of March 23 to the Secretary 
of Agriculture requesting that public hearings be conducted to consider revising 
the Official Grain Standards of the United States for rn and oats, the banning 
of imports of oats into the United States, and the adjusting of freight rates o1 
soybeans from Chicago and other midwestern points to eastern and gulf ports 
for export. In regard to the official standards for corn and oats, we note that 
there has been some exchange of correspondence on this subject during the past 
year between members of your firm and our Grain Branch During the same 
period no similar petition for public hearings to consider revising the standards 
for corn or oats has been received from any other firm or association. We there 
fore find our position today the same as it Was expressed by Mr. Murphy in his 
letter of September 18 to Mr. L. J. Morgan of your fir In regard to prohibiting 


imports of oats, other letters have been received requesting restrictions of oats 
under authority of section 22 of the Agricultural Adjustment Act, as amended 
Preliminary investigation by the Department of Agriculture indicates that 
imports of oats have not, at this time, materially interfered with the price-suppor 


program for oats and no action presently is in process under section 22 However 


if at any time it appears that imports are arriving in such volume and under such 
conditions as to materially interfere with any program or operation of the Depart- 
ment, we shall be com pe lled to take the necessarv steps und existing | gislatior 
to bring about appropriate limitations on such imports. In cases where the 
Secretary has reason to believe there is interfe 

22 the section provides that he so advise the President id, if the President 
agrees that there is reason for such belief, the President shall cause an immediate 


ned under sectior 





investigation to be made by the United States Tariff Commission to determin 
such facts. Should action under section 22 be undertaken in the future all 
interested parties will have an opportunity to participate the hearings that, 


under law, must be conducted by the United States Tariff Commissio: 
In regard to your request for equalization o 

understand that this matter was submitted to the railroads under Illin« Freight 

Association proposal 4869, and Southern Freight Association Foreign Line Proposal 

A-8636. There was also a similar proposal for soybeans moving to North Atlantie 

ports for export which was covered by the Eastern Railroad Submittal Number 





C-—2258, dated December 1, 1952. It is our understanding that these proposals 
were declined, withdrawn from the dockets, and canceled However, you have 
a further recourse in this matter by filing a formal complaint with the Interstate 
Commerce Commission if such action can be properly supported If a complaint 


is filed, it will afford all parties, including the Department of Agriculture, the 
opportunity to participate in the proceedings as their interest May appear. 
Sincerely yours, 
M. F. BrasweEtu, Deputy Administrato 

Senator Young. What is the date of that letter? 

Mr. Raskin. This is dated April 20, 1953, and it is signed by 
Mr. M. F. Braswell, Deputy Administrator, Production and Market- 
ing Administration, United States Department of Agriculture. 

Senator Youne. Would you furnish me a copy of that letter? 

Mr. Raskin. I will be pleased to do so. 

Senator Youne. I do not know how an official of the Department 
of Agriculture could be so ignorant of the facts or so little concerned 
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about such an important agricultural problem. The letter is totally 
incorrect. Apparently he does not even concern himself about the 
present situation or the facts involved. 

According to a Wall Street Journal report last week oats were 
selling at 12 cents a bushel below support levels. In my own State, 
they have been selling at a much lower level. Oats imports have 
been increasing and Secretary Benson himself, when he appeared 
before the Subcommittee on Agricultural Appropriations last week 
said that he was going to take action, and he displayed both an interest 
and knowledge of the situation. 

Mr. Raskry. This would appear t» directly contradict Mr. Benson’s 
position as revealed in the press last week. 

Senator Youna. Directly opposite of Secretary Benson's position. 

Will vou continue? 

\(r. Raskin. Another basic cause of the declining prices is the very 
hich and, in our opinion, excessive charges lev ied in terminal markets 
for the storage of grain in elevators. At the present time it costs one- 
twentieth of 1 cent per day per bushel to carry grain in store in a 
Chicago warehouse, in addition to which there are additional insurance 
charges of some consequence. One can compare this charge with the 
one thirty-fifth cent per day per bushel charged at Canadian terminals. 
It thus can be seen that it costs almost twice as much to store grain 
in Chicago as in, for example, Fort William, Canada. These charges 
complicate and make burdensome the task of keeping grain in store 
and in the end mean a lower price to the producer. It definitely is a 
harrier to one who would purchase grain in store for future consump- 
tion. It might be of interest and perhaps significant to the committee 
to point out that generally speaking the various decisions of the 
Department of Agriculture concerning the storage situation have, in 
our opinion, been primarily to the interests of the operators of ele- 
vators as compared to the interests of the producers of grain. We can 
cite the problem of grain sanitation and the problem of commingling 
of grain. 

It is our opinion that the operations of terminal grain warehouses 
are conducted along monopolistic lines. The basic theory of the so- 
called public warehouses is that they are public utilities, acting as 
reservoirs for the storage of grain. In actual practice, we have found 
that the space is pretty well reserved for the owners of the warehouse 
themselves. It is our opinion that there must eventually be a com- 
plete divorcement of the functions of warehousing and grain merchan- 
dising. 

One particular feature of the current price decline of the past few 
months has been the loss of confidence on the part of the grain trade 
in the ability of the price level to sustain itself. This loss of confi- 
dence we would attribute in very great measure to the effective com- 
petition presented by the Government in both domestic and export 
markets. The Government has been selling about 800,000 bushels 
of corn each week. Total sales in the last 6 months out of ( ‘ommodity 
Credit stocks have approximated 30 million bushels. The practical 
market effect of such selling has been such so as to render almost 
impossible any advance in corn prices and has made certain that as a 
result of the sale of 30 million bushels of corn, Commodity Credit 
‘nventories have been increased about 300 million to 400 million 
bushels. 
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In the month of February it was announced that the Government 
would rotate its stock of corn by open m: arket purchases to offset the 
necessary sales made out of deteriorating inventory 

Subsequently, Commodity Credit Corporation invited tenders from 
the grain trade for corn but the specifications were set at such a level 
as to make it impossible for any corn to be so offered. The net result 
has been that the Government is a continual seller but not a buyer 
The price of corn remains depressed and it is only natural that 
farmers continue to place corn in the 1952-53 support program. If 
Commodity Credit Corporation were to eliminate its market sales, 
it is my opinion that the price of corn would necessarily go up to such 
a level as to attract a primary movement and as a result a sub- 
stantially decreased amount of corn would go into the loan program 

A stabilization in the price of corn would in turn have a salutary 
effect on the price of all farm commodities and could well invite a 
return of confidence to the entire farm-price structure. The benefits 
would extend to such as livestock prices, soybean meal and cottonseed 
meal. It can be noted that the Government owns a substantial 
inventory of cottonseed meal which has not been sold but has sue- 
cessively been pressed upon the market at declining price levels 

The price of wheat in the United States has declined almost without 
interruption since December of 1951 and there is nothing in th 
immediate picture outside of potential weather disturbances which 
might be construed as being helpful to the price picture. A majo! 
contributor to the price decline in wheat, said with full acknowledg- 
ment of the current supply per wt has been the Government policy 
of open-market competition on its wheat supplies to the e xport tre ade 
Certainly there has been no incentive for the export trade to buy 
wheat through private hands as long as Government stocks are avail- 
able. It is my opinion that had not the Government been in the 
position of offering its wheat stocks for export, our farmers would not 
have entered into the wheat loan program to the extent achieved 
this past crop year. Further, it is my opinion that if the Government 
were to eliminate its policy of selling wheat in the open market to 
exporters, the price of wheat in the United States would rise to such 
a level as to bring about substantial redemptions from the loan 
program. 

I hope that the committee will permit me within the scope of this 
commentary to suggest that a portion of the current wave of pessi- 
mism concerning farm prices lies within the official acts and attitudes 
of the Department of Agriculture _ lf. Certainly those who would 
buy our grains are not encouraged in such a program by the various 
official comments about our s 7p proble ms and about the outlook 
for lower prices. The recent action of the ¢ ees Credit Corp 
in cottonseed meal is a case in point. The Government price has 
been cut in successive stages from $80 per ton to about $52 2 per ton in 
some Cases. 

It is my impression that outlays for the support program this year 
may approach $3 billion. I cannot vouch for the accuracy of this 
but even if it were to be true, | would think that out of a total national 
income of $300 billion 1 percent thereof could be devoted to sustaining 
a strong farm economy. I would think this would be a very sound 
investment for the American taxpayer and would be good insurance 
for the United States during this period of international tension l 
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might say too that if the support program were intelligently handled 
and if Government inventories were not so poorly handled the cost 
would not be nearly so much. 

It is my personal belief that overall, there is a basic shortage of 
food in this world, that within the framework of our international 
relationships there is room for a more correct distribution of food- 
stuffs, and that our surplus problems are more mental than real. 
My attention was directed about 2 weeks ago to a news article which 
related that the population of South Korea was eating grass because 
of the lack of foodstuffs. Broomhall, the authoritative British grain 
journal, noted at the same time that 27 million people in India were 
facing death from famine. We all are acquainted with the fact that 
Pakistan is quite desperate for substantial quantities of wheat in order 
to avert starvation. I would think that for us to be worrying about 
surplus food when such a great number of people are starving is some- 
what of an anomaly. A courageous program to distribute our foods 
would soon dissipate this so-called surplus. 

I would like to present the following steps for strengthening the 
grain price structure in the United States: 

Ban the importation of foreign grains when their American 
counterparts are selling beneath domestic loan levels. 

2. Change all Federal standards on oats and corn to conform with 
current farm-production techniques. 

3. Set uniform and reasonable storage charges for grain elevators. 

4. Prohibit the Government from selling grain inventory at less 
than full parity with the provision made for inventory replacement 
where deterioration makes selling necessary. 

5. Encourage rather than discourage participation in the loan 
program with an aspect of reason used in application of the Pure 
Food and Drug sanitary provisions. 

Arrange the distribution of surplus foods among our needy 
friends in the east and far east. 

Thank you very much for giving me this opportunity of being 
heard. 

Senator Youna. I think that is an excellent constructive state- 
ment, Mr. Raskin. Are you familiar with the Commodity Exchange 
investigation and their report as to the importation of Canadian oats? 

Mr. Raskin. Yes, Senator. As a matter of fact, I read the report 
very carefully and consistently ever since it was released last fall. 
I have a copy with me. I usually do carry a copy with me. 

Senator Youna. What is the price differential between Winnipeg 
oats and Chicago oats? 

Mr. Raskin. At the current time, I cannot quote today’s price 
but as of yesterday I believe oats for de ies ‘ry in May on the future 
contract in the Chicago Board of Trade closed at a price of about 
75% cents. It is my impression that oats in Canada for delivery on 
May contracts on the Winnipeg grain exchange closed at a price of 
74% cents a bushel, or roughly three-eights to one-half cent a bushel 
less than the United States counterpart. 

Senator Youna. That would indicate that oats, at least at times, 
has been imported at a loss, would it not? 

Mr. Raskin. Yes, sir. Asa matter of fact, if | may comment some- 
what more on that, Senator, it costs about 14% cents to bring a bushel 
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of oats from the head of the lakes either into the Chicago terminal 
or let us say into the Buffalo terminal. If oats are worth roughly only 
one-half cent less in Canada, there is an out-of-pocket cost, or let us 
put it this way, there is a loss in the transportation of oats from Canada 
into the United States. There is a differential, in other words the 
oats that are worth 5 cents less in Canada on contract are worth 2 
cents more in the United States. So they have what amounts to 7 
cents to start off with, on the importation, just on the differential in 
grain. But they have to face a 14% cents cost. So theoretically 
speaking, Canadian oats, in order to justify importation into the 
Unied States, should be selling around 8 or 9 cents a bushel under our 
price. When the differential is as close as it is now, I can see nothing 
but an out-of-pocket cost because it would be much simpler to keep 
the oats in Canada for application on future contracts there. 

Senator Youne. How then was it profitable for Cargill, Inc., if 
I might mention a firm that did most of the importing in the Chicago 
area, to carry on those operations and make a profit? 

Mr. Raskin. I cannot answer for Cargill, Inc. I can read to you 
pertinent portions of the report of the CEA investigation on importa- 
tion of oats from Canada in the résumé. 

Senator Youna. I wish you would. 

Mr. Raskin (reading 


1. Cargill, Inc., is a Delaware corporation with its principal office in Minne- 
7 


apolis, Minn. Cargill Grain Co., Ltd., is a Canadian corporation and is the 
wholly owned subsidiary of Cargill, Inc. 

2. From the opening of navigation on the Great Lakes in April 1952 to the end 
of May 1952, Cargill, Inc., imported and unloaded 4,842,360 bushels of Canadian 
oats at Chicago and 3,637,043 bushels at Buffa 





3. As a result of holding a long futures position of more than 15 million bushels 
on the Winnipeg Grain Exchange from late December 1951 until April 1952 
against a short position averaging 25 million bushels on the Chicago Board of 
Trade, Cargill, Inc., and Cargill Grain Co., Ltd., combined had an apparent 


possible profit of approximately 10 cents per bushel incident to the Chicago mar 
ket weakening in relation to Winnipeg during the interval mentioned. 

4. Cargill, Inc., did not take advantage of this apparent possible profit in the 
futures market but, through its subsidiary, Cargill, Ltd., converted 11 million 
bushels of its Winnipeg long futures holdings into purchases of actual oats during 
March, April, and May 1952 at prices which on their surface indicated a potential 
loss of 4 to 14 cents per bushel, depending on grade, if the imported oats were 
lelivered on Chicago contracts. 

5. Cargill, Inec., delivered 4 million bushels of oats on the Chieago March 
future and 4,900,000 bushels on the May future and immediately subsequent to 
these deliveries made purchases of these futures and received back a large portion 
of the oats it | 


to be « 





had delivered shortly before 

6. Cargill, Inc., was short approximately 11 million bushels of the Chicago 
March future and approximately 18 million bushels of the Chicago May future at 
the time when these futures were at or near their highest prices. Cargill, Inc., 
covered the larger part of these short futures positions at lower prices on a steadily 
declining market. 

7. The oats futures operations of Cargill, Inc., and Cargill, Ltd., were such as to 
be favorably affected by any decline in prices on the United States futures markets 
or by any weakening of United States prices in relationship to Canadian prices. 

8. If Cargill, Inc., and Cargill, Ltd., are considered as being under common 
ownership or control, and the operations of the companies are combined, the 
result will be that a short futures position on the Chicago Board of Trade ranging 


as high as 18 million bushels would be properly classified as spreading. It was 
reported to the Commodity Exchange Authority by Cargill, Inc., as representing 
hedging. Such a change in classification would result in Cargill, Inc., having 


greatly exceeded the 2-million-bushel speculative limit and the 3-million-bushel 
spreading limit on oats for the larger part of the year ended May 31, 1952 
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I may say further that this report states that out of 5,000 shares 
outstanding in Canadian Cargill, Ltd., 4,991 shares were owned by 
the American Cargill, 9 shares being owned by Canadian Cargill, Inc. 

The facts presented in this report, together with supporting evi- 
dence, have been referred to the Solicitor of the Department of Agri- 
culture for consideration of appropriate legal action. As I noted, no 
such legal action has been forthcoming. 

Senator Youna. | understand that report has been referred to the 
Justice Department. What it amounts to is a racket, and an expen- 
sive racket, for both the farmers and the Government of the United 
States, and | for one am not going to stand idly by and have nothing 
done about it. I intend to pursue it if I have to do it in my capacity 
as chairman of the Subcommittee on Agricultural Appropriations. 

Mr. Raskin. I cannot but help agree with you. We in Chicago 
watched this for a period of 2 years. I fee! very strongly and definitely 
that the decline in oat prices is due to only one thing and that is the 
constant importation of oats both in the Chicago terminal and into 
Buffalo. 

Senator Young. And not in a regular way of doing things but they 
have to resort to an abominable racket in order to accomplish thet 
purpose. Do you have any further comments? 

Mr. Raskin. No, Senator. 

Senator Youne. Thank you very much for your testimony. | 


think you are throwing some light on the subject. 


STATEMENT OF ROBERT W. BUCKLEY, BARRINGTON, ILL. 


Mr. Buckiey. Mr. Chairman, and members of the committee, my 
name is Robert W. Buckley. I have been a farmer for 50 years and 
at the present time am farming 10,000 acres of land located at Mexico, 
Mo.; Houma, La.; and Barrington, Ill. In addition, | have been a 
grain broker for forty-some-odd years—47 to be exact—as a member 
of the Chicago Board of Trade. I think that my activities both as 
a farmer and as a grain broker permit me to speak with some degree 
of authority on some of our grain problems. Speaking as a farmer 
who has seen the price of his grains go off 20 to 30 cents a bushel in 
the last few months, I am very much opposed to this constant im- 
portation of Canadian oats into the United States. It is my opinion 
that the direct result of these imports has been a drop not only in the 
price of United States oats but also in the price of other food grains 
in this country, such as corn. I feel that if we come to a harvest 
season this year with the price of oats as they are, we are going to see 
a large percentage of the crop go into the loan program. 

|! am happy to be in favor of a strong American agriculture, and | 
believe one way of reaching this goal right now is by barring imports 
of foreign grains when our prices are so depressed. I believe that the 
very least the American farmer is entitled to is having his own country 
as a market for his products. I do not pretend to be an economist, 
and | may not know the basic reasons for these declining prices. | 
do know, however, that my Government has pledged me 90 percent 
supports on basic farm commodities and | do know that these prices 
are just not available today. I do know there is a terrible loss in 
feeding cattle these days, and it is my impression that as a result the 
country may suffer a serious shortage of beef in the coming years 
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| have been around the Board of Trade of the eCity of Chicago fol 
over 40 years and | have hever seen a& more deplorable situation than 


currently exists on the ( ‘hicago Board of Trad I speak of the matte 
of delivery of grain on contracts. Now, as you may know, the de- 
livery of grain on grain futures contracts should consist of certain 


standardized grades which should have certain relative value to the 


price of the contract. Experien has been, ho ver, that the gran 
which has been delivered barely makes grade and becomes thoroughly 
undesired. Kor the past year or more | have wate nea p opl ‘running 
away from OWnNINE grain in store cde livered on futures contract on the 
Chicago Board of Trade They know they will be recelving era 
which is not worth that price in the cash market Bearing in mind thi 
relationship which must always exist between general grain prices and 
the prices of the futures contracts, | would say this has been a very 
substantial reason why prices have gone down 

It is my opinion that a great deal of good co ild be d me mummedi 
ately for farm prices if the CCC would adopt a policy of encouraging 
farmers to store their grain on the farms. This would not only stim 


late a program of expansion in farm storage but would make. possibl 
an orderly farm marketing. I believe this would result in improved 
farm prices. 

Senator Youna. That is a very good suggestion, Mr. Buckley 

Mr. Buckiey. Thank you. . 

l know the Government pays terminal elevators for storage and | 
do not see anything wrong with 
job. I would like to suggest t 
cents per bushel per year wo ild ao quit » a bit of Food. it woul 
save the CCC money as they are paying more than that for commercial 
storage. 

| would like to eall the attention of this committee to the fact 
that last summer wheat was selling in the Chicago spot market at a 
price of about 20 cents per bushel under the nearby July contract 


l l 


price. This meant that the farmer was receiving 2( nts per bushel 


paying the farmers for doing the sam 
1 l c 
hat paying the farmers as littie as 


less than it was worth on delive ry on futures contracts and any person 
who bought a wheat futures contract would receive wheat worth 
20 cents more than the value in the cash market. The people who 
made this difference of money were the elevator operators. Nobod 

else could make this money except the people who owned the elevator 
and it was sort of restricted to them 

At that time it can be remembered that a good part of the Chica, 
elevator space was full of oats coming in from Canada. Later on in 
the same vear when the corn and soybeans from the 1952 crop wer 
moving to market the cash prices tor corn and sovbeans wert also 
about 20 cents per bushel beneath the contract price and again the 
farmer received this lower price. 

It is my feeling that a farmer should be able to receive at least th 
futures contract price less the cost of freight and the cost of handlin 
for that period of time until delivery date. IL don’t see any reason 
why elevators in the terminal markets should make an extra profit 
on the farmer. 

I think that a great deal of good insofar as farmers prices are con- 
cerned, can be accomplished by changing the contract specifications in 
futures markets to be synonymous to what the farmer produces. In 
other words, I think that if a farmer produces 36-pound oats we should 
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have a 36-pound contract. Further, during the harvest season a 
farmer gets heavily discounted on moisture content of corn but the 
elevator operators for all practical purposes get a premium. For 
example, last fall No. 3 Yellow corn with 17 percent moisture, which 
is deliverable against a Chicago futures contract, was discounted as 
much as 12 cents a bushel because of the moisture content and vet this 
same corn could be applied against the futures delivery at a discount 
bushel. Now, I think that the farmer ought to get that 
10 cents per bushel or else the elevator operator should not be per- 
mitted to deliver that corn at that 2 cents per bushel discount. 

All during my years of farming I have tried to improve the quality 
of my crops and the quality of my cattle. I think that my efforts 
have been similar to the efforts of the majority of the farmers in the 
United States. I think our system of marketing should pay attention 
to this qualitative improvement. Weare still burdened with a system 
predicated on the crops of 30 years ago and there has been no recogni- 
tion of the improvement in our farm techniques. 

[ am glad to have had this opportunity of talking to you. I hope 
that the work of this committee will be productive in benefiting the 
price level of the farmers of the United States. I know it certainly 
does need some improvement. Thank you very much 

Senator Youne. Mr. Buckley, I think that is an excellent statement. 


of 2 cents per 


I hope that the Department of Agriculture does go into the techniques 
of marketing. It is rather a technical subject which most Members of 
Congress are not too familiar with, including myself. 

M4 


vir. Buckiey. You know a few years ago that our oats were 27 and 
28 pounds, 10 or 15 years ago, or whenever it was. Time passes so 


fast. Now they are mostly 36, and there is a lot of 40-pound oats 
coming in. But our contract has been the same for a great many 
years—32 pounds. 


u 

The Canadian contract is 34 pounds. I think we should come up to 
date on all our contracts. IJ am a great believer in quality contracts 
I think quality roods sell better than poor coods. 

Senator Youna. It was not many years ago when it was very 
difficult to produce better than 32-pound oats, as you stated. Most 
oats now, probably due to newer varieties, often weigh as high as 44 
pounds a bushel. I have often raised 44-pound oats myself. 


t 

i 
"| 
—~ 


Does that conclude your statement? 
Mr. Buckury. Yes, it does. 


Senator Youne. Thank you very much, Mr. Buckley. Your 
statement contains some excellent material. 

Mr. Bucxuey. Thank you. 

Senator Youna. Mr. Jost will be our next witness. 


STATEMENT OF FRANK A, JOST, GERSTENBERG & CO., 
CHICAGO, ILL. 


Mr. Jost. My name is Frank Arthur Jost, 141 West Jackson Boule- 
vard, Chicago. 

My occupation is that of grain merchant, specializing in coarse 
grains. I am limiting my remarks principally to the importation of 
Canadian oats. 

Senator Younae. That is a good subject, one that 1 am very inter- 
ested in. 
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Mr. Jost. Perhaps the most important result of the importation of 
Canadian oats for the past 24 months, was the decline in the oat 
prices to a level far under parity for domestic grown oats, as deter- 
mined by the Department of Agriculture 

Unquestionably there have been times when it was desirable to 


import foreign grown grains—noticeably on account of droughts in 
the years 1934 and 1936. And it is entirely possible that some time 
in the future, it may become desirable to import fo n grains for 


any number of unforeseen reasons 

However, as has been demonstrated for quite a1 umber of vears. 
the American farmer has not onlv been able to pro luce all the cereal 
erains that are needed to feed the peoples of the United States, but has 


shown the ability to produce exportable surplus: Indeed, these sur- 
plus s have sometimes become excessive and « 1 burdensome 

United States farmers raised 1,410,464,000 bushels in 1950. 
That comes close to beine a bumper crop On March 1, 1951 tel 
were 13 million bushels of domestic oats in tl visible su] ply On 
April 1, 1951, there were 544 million bushels of oats on the United 
States farms. On March 1, the price levels for the current delivery of 
oats was YS°> cents almost actly pari Dt 96 pel 
ton. | nder thi e conditions it is ill rical tO a lI it was nee ssi 
or even desirable to import oats. Howev this was done and was 
cause for a decline of the oat price level from virtual yaritv level 
to 75 cents per bushel in July when the United States farmer was ready 
to dispose of his new crop. (cain on March 1, 1952 iter raising 
1,321,288,000 bushels of oats in 1951, there was a visible supply of 
15.170,.000 bushels of oats and, on \prul 1, 519,236,000 bushels on 
farms. 

Surely with this background, it was not necessary, nor even desirable 


that oats be imported, as the price level on March 1 was about 84 
cents, or about 15 percent under parity 
Yet further importations were made which ha he e ‘ect of building 


up a visible supply that acted as a wet blanket over the market, with 
the final result that the May future in 1953 sold as low as 68% cents per 
bushel, which is just 30 cents per bushel 

A coodly porti yn of those oats were brought to ¢ | avo, which was 
illogical, as the movement resulted in a greater cost for trar sportation 
to the eastern seaboard than if they had been shipped to Buffalo or 


the Georgian say. Howev: FY he reason for moving the oats in th 5 


manner was made apparent in the report by the C. KE. A. in their in- 
vestigation of the importation of Canadian Oats 
Not only was the movement to Chicago illogical but in both of the 


years 1951 and 1952, this situation meant that about one-half ¢ the 


regular storace space in the Chicago market was utilized in storing 
these oats, just at a time when new crops of wheat, rye, oats and barley 
were ready to be harvested 

This led to a very serious lack of storage room in regular warehouses, 
and this lack of regular warehouse space was cause for the harvest run 
of wheat particularly, to sell for from ten to fifteen cents per bushel 
under its intrinsic value if public warehouse space were available. 

Again, in the fall of 1952, this lack of storage space obliged producers 
to sell a considerable quantity of corn for as much as 12 cents per 
bushel under its intrinsic value. While millions of bushels of wheat 
were sold, and millions of bushels of corn were sold at large discounts 
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under their deliverable value in the Chicago market, these same prices 
were a criterion for the rest of the country, so that the cost to the 
United States farmer was tremendous. 

By that I mean virtually all grain traded all over the country 
based on the futures market is based on the futures market in Chicago 
So if a man sold wheat in Ohio, Indiana, or Pennsylvania, they are 
virtually sold using the Chicago market as a criterion, with the result 
that our price s down there were affected not only on the price of the 
grain sold in Chicago but all over the country. 

The CuarrMan. I think that was particularly true in the fall of 1948, 
when there was a general belief that there was inadequate storage for 
the crop of that year, and a lot of farmers were persuaded to sell for 
low price. That brought iow the price to all farmers. 

I take it that is what you mean here when you say that a sub- 
stantial amount was sold for less than its deliverable value, that that 
had a tendency to bring down the price of all the other grain which 
could er storage. 

Mr. Josr. That is right. 

Mach has been said about retaining the good will of Canada 
Figures have been cited where Canada’s imports from the United 
states are greater than their exports to us. 

It has been claimed it is not only fair but essential that we do pay 
for imports only with exports. 

But in 1945 and 1946—I do not know whether those are the exact 
years, and if you will remember Mr. Barry this morning mentioned 
the time when Canada ¢ harged an equalization fee; that is the veal 
that 1 mean—when conditions were such that it was very desirable 
that we import oats from Canada, the Canadian Government restricted 
free exports to the United States. They permitted exports to the 
United States only on the payment of an equaliza tion fee that at 
one time amounted to as much as 35 cents per bushel. 

it 1s my feeling that importation should not be prohibited, but 
should be restricted to those times when the price level for oats is at 
parity price or above. 

[It is my humble opinion that, had no oats been imported from 
Canada in 1951-52 and 1953, the price level for domestic oats would 
have remained very close to parity price all through this period. And 
inasmuch as oats, as an animal fee d., are interchangeable with corn to 
some extent, the corn price level would also have been much firmer 
than it has been. 

The re port of the arene of oats from Canada for the years 
1951 and 1952 by the Commodity Exchange Authority would indicate 
that the reason for importing these oats, particularly to the Chicago 
market, savored very strongly of an attempt to manipulate the oats 
price level. If this report is entirely accurate and authentic, it would 
tend to prove that, not only was attempt made to cause the price 
level of oats on the Chicago market to decline appreciably, but that 
the attempt was successful in 1951 and 1952, and has every appearance 
of being successful again in 1953. 

A careful perusal of the investigation of the CEA showed that no 
effort was made to draw a comparison between the standards of grading 
under Canadian standards and United States standards, and only 
cursory comparison between the premiums and discounts under which 
the various grades are deliverable in Canada and in the United States. 
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Perhaps it would be well to understand something about the methods 
of inspecting oats by the Canadian Government and by the United 
States Department of Agriculture 

Each and every year, the Canadian Government, after they are 
aware of the fair average quality of the oats raised that particular 
year, issues or makes a new grading standard book stating what the 
qualifications shall be for the ensuing year on the oats inspected until 
another crop is raised. 

In the United States, in ceneral, factors are sed in erading oats 
that were promulgated in 1931. Virtually the onlv changes made were 
in recognition of the fact that, due to choice of seed and better farming 
methods, present crops of oats are testing about 6 pounds per measured 
bushel better than they did in 1931 

However, in general, the four principal factors used in determining 
the grade of oats—test weight, moisture, damaged kernels, and 
cleanliness—remain the same. 

For instance, although the average test weight of all cats crown in 
the United States is well over 36 pounds, under United States grading 
standards, No. 2 oats need weigh only 32 pounds, and No. 3 oats need 
weigh only 27 pounds per measured bushel 

In the United States also, due to more careful selection of seed, 
and better farming methods, wild oats have been prac tically eliminated 
from all parts of the United States with the exception of a small portion 
of the country on the Canadian line, where a small portion of the oats 
raised still contains a small percentage of wild oats 

Despite this progress in oats production in the United States, the 
standard permitting No. 3 White oats to contain as much as 5 percent 
of wild oats has not been changed. 

While wild oats is a very small factor in the grading of oats produced 
in the United States, they are a considerable probiem in Canada, and 
wild oats are a vearly factor in the grading of Canadian oats 

The principal factor in grading Canadian oats is the percentage of 
‘sound, cultivated white oats.”’ Howe ver, as stated prev iously, the 
percentage of sound cultivated oats 18 variab] and may be changed 
from crop to crop, howev« r, as wild oats are usually black in color 
and equipped with a sharp barb, the wild oats cannot ever be con- 
sidered sound, cultivated white oats, consequen ly wild oats are an 
important factor in the grading of Canadian oats; but always remem- 
ber, this factor need never be constant, but ma change from \ ar to 
year, whereas under United States standards, No. 3 oats may contain 
5 percent of wild oats every year. 

In Canada, the delivery rules have remained fairly constant in 
that No. 3 Canadian White oats, and Extra No. 1 Feed oats are 
deliverable on futures contract at a discount of 3 cents per bushel, 
while No. 1 Feed oats are deliverable at 5 cents per bushel discount 

On the Chicago Board of Trade, the base contract delivery is No. 2 
White oats (which need weigh only 32 pounds per measured bushel), at 
contract price. However, as the rules now read, Extra Heavy No. 
2 White oats (38 pounds minimum) commands a premium of 3 cents 
per bushel, and Extra Heavy No. 3 White oats command a premium 
of 2 cents per bushel. 

Again referring to the CEA investigation, it will be found that there 


was unloaded in the Chicago market during February, March, April 
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and May of 1952, a little in excess of 6 million bushels of Canadian 
oats with the following grading: 





Canadian grade: Bushel 
No. 1 Feed oats 5, 090, 930 
Tough No. 1 Feed 2, 132, 937 
rough Extra No. 1 Feed 100, 306 

Total 6, 124, 173 

United States grade 
No. 3 Extra Heavy White oats 1,114, 328 
fough Extra Heavy 3 White oats 1, 230, 111 
lo Extra Heavy 2 White oats 100, 306 
Tough Extra Heavy 4 White oat 379, 428 

a 6, 124,17 
(); ly 09 percent of these import tions would have qualin | 
deliy ry purposes on Canadian futures contracts but 67.5 pe t of 
them qualific | for deliv ry purposes at Chicago under | ted States 
Laine’ methods 
Tough oats are not deliverable under either Canadian or United 

States standards and delivery rules, but under the United 5S 

Warehouse Act, it is permissi to mix tough oats with drier oat 

that tine 1] 7Tra ie \ tl { th “ti ough’”’ otation whet lo 1 i ¢ 

of publie stor 
The above firure s are al those available for easy si idly a | 
time. and no mention is made of the inbound and outbound erad 

on the oat brought into Chicago in the vear 1951, nor since Mi: 

1952, but it 1s probabl thi pat rh will be verv mut h alil 

In other words, oat of undesirable quality hoth from the amotl 

of moisture contained in the d the percentage of wild oats, whicl 

could not be deli red in sati faction of an. future contract in ¢ anada 

( yuld and were brough LO the United States, wher the Y € vuld wric 

were used in satisfaction of a short futures sale in the Chicago mark 
The net result of all this is that for almost 2 years now, the pri 

le vel of oats as indics ted by quotations on the Chi o Board o 

Trade does not indicate the intrinsic value of even the Canadian oats 

crop, but it can be truly said that these Chicago quotations cao 

present, a1 1 have for more than a year, been indicative of the vah 
of the poorest part of the Canadian oats crop. 

It is exce dinely difficult to estimate the amount of damage an 
loss to the United States farmer the importation of these Canadiaz 


oats has caused. When it is considered it has caused the price | 
of oats to be considerably under parit: virtually all of the time, and 
] f 


when it 1s considered how much monetary loss was su 
United States farmers due to lack of storge room at ¢ 


; ; ; : 7 
n of wheat and the heavy run of corn was on, it cal 








easily be seen that the total loss has run well up into millions of 


Senator Youna (presiding). Would you venture a guess on how 
much the loss has been to the American farmers as a result of the 
Canadian oat Importations, in 1952, for example? 

Mr. Jost. That would be difficult. | would bave to bave electri 
addin * machine to figure that up. l would say roughly and it 
affecting the 1953 crop—say that two-thirds of the 1950 crop had 


been disposed of by March 1 when prices were still at parity, leaving 
a half billion bushels from the 1950 crop 
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The 1951 crop of 1,350,000,000 and the 1952 erop of 1,250,000,000 
that would be about 3 billion bushels of oats, I think, which probably 
would have sold v« ry close to parity and are selling at about 20 cel 
a bushel under parity due to the importation of tl Canadian oats 

At 20 cents a bushel—this is rough fi o—2() « sa bushel on 
3 billion bushels of oats would amount to about $600 million 

Senator Youna. A drop in oats prices also affects cori 

Mr. Jost. I ficure it affected oats, corn, wh t and everything. It 
is brought up into astro! omical fi res. 

Senator Youna. Accord *to youl heures abe hall of the imports 
of Canadian oats for the period that you used there were poorer grade 
oats. 


Mr. JOST. Richt. 


Senator Youna. Those were mixed with bet ‘merican oats 
Mr. JOST. Ostensibly. So far as Il knovy Lie I 
Senator YounGc. Whoever did the mixing di tand to @waln a con- 


siderable profit in this mixing operat 

Mr. JOST. Yes, if they bought them at a Die liscount be ause of 
being touch and Oot then off ot the tou hh quotatlolr thev ma t! 
difference betwe¢ n the cost ot tou rh oats and th price they received 


for sound oats. 


Senator Youna. How does an importer profit by importing oats 
when apparently it 1s at a loss? . 

Mr. Jost. That is beyond my understandin [ cannot see how 
he can profit by importing oats at a loss, unless of course he has oth 


irons in the fire. 
Senator Tuyr. What do vou mean by tl Ol ron nh the 


Mr. Josr. For instance, a man may be sho! 0 million bushels 
of oats in the Chicago market and if he could bi niuion bushels 
of oats into Chicago that were undesirable in quality and delive! 
so that everybody who took deliver Ol ( aid not w to take 
delivery of them, he would cause that delive p ye | i 1b hh 


done, LS, 20, or 30 cents a Dushe | 


In other words, he might take an 8 or 10 cents a bushel loss on a 
million bushels of oats and make 20 cents a bushel on 9 million bushels. 

Senator Tuyr. Because of the short sale 

Mr. JOST. Yes. 

Senator Munpt. That would be a device t the American 


} 


farmer to absorb his loss« 

Mr. JOST. Not OnLy that, vo and | Are pa ‘ incon taxes, and 
part of our income tax goes to the support ol s farm program. 

As Mr. Thatcher said, let us try to make it work or abolish it If 
you want to make it work you have to do things. Yo innot afford 
to bring rrain in here when we have exportabl surpiu Sand sometimes 
it is a nuisance. 

Senator Youna. It does not make sense. 

Mr. Jost. It does not make sense. it 1s aln bt as pathetic as 
what I[ read in the papers the other 
man wanted to import some butter at 47 cents a pound, let Uncle 
Sam pay 66 cents for it, so the exporting nation would have some 
money to buy some of our goods, when we are drowning in butter now. 

Senator Ture. Not quite drowning, but you might be slipping 
around in it. 


State Departmer 


Cod 
= 
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Mr. Jost. One point I heard in the discussion this morning was the 
question of the quality of the Canadian oats, and it is true that 
Canadians do raise a particularly beautiful oat. Their seeds are 
2CW and 3CW. They are a higher class oat. In previous years 
when they were not troubled so much with these black oats, those 
oats would come in here and command a premium over our oats, 
But they never came in in such volume that it affected our market 
too seriously. 

The importation of these oats—I am an oat merchant. I mean 
my principal business has always been merchandising oats. I am 
in the Chicago market and I have been in business quite a long 
number of years. In normal years I figure that I have to handle 
somewhere between 3 and 7 million bushels a year, or I cannot pay 
my payroll. 

In 1951 those oats came in here in May, and when the new crop 
moved we were able to get some oats close enough to a delivery base 
so that I could afford to buy only about a half million bushels. 
That was all I could handle on the whole crop. 

In 1952 I handled 400,000 bushels of oats. In 1951 I handled 
about a half million bushel of oats and of the 1951 crop and of the 
1952 crop about 400,000 bushels, against an average of 4 or 5 million 
bushels on previous crops. 

Senator Munpr. Was the reason for that because the oats were 
not coming from the rural area? 

Mr. Josr. The American farmer is feeding hogs and he is feeding 
beef back on his farm where he would be normally using corn to feed. 
Today, for instance, July corn is $11.25 a ton over oats. That man 
back on the farm figures he would rather sell his corn and feed his 
oats. He cannot afford to sell his oats. Where if oats were around 
parity now they would be just about a little higher than the price of 
corn. 

Senator Munpr. In my country he seals his corn and gets the 
Government to haul it and uses up his oats, so he puts an additional 
burden right back on the Government again. 

Senator Tuyr. That is why I recognized that we needed to put 
oats, barley and rye on the same standard as the other basics, or 
otherwise you are always going to be out of adjustment. You are 
going to seal corn, you are going to feed oats, you are going to feed 
ba rley ; 

Mr. Josr. That is right. 

Senator Tuye. You just throw your whole normal marketing and 
handling of grain out of adjustment. 

Mr. Josr. I have tried to learn how many oats have gone into the 
loan on the 1952 crop without much success. But I have an ide: 
from some figures that I have that Uncle Sam is already supporting 
the price of around 25 million bushels of oats at 80 percent of parity, 
while we are bringing oats in here. 

In other words, if there had been 25 million bushels less oats im- 
ported the chances are that these 25 million bushels would never have 
gone into the loan, the price would have been high enough so that 
they would have sold. 

So you cannot always figure the farmer is going to put stuff in a 
loan because it is a few cents a bushel under what Uncle Sam is 
guaranteeing. For instance, right now this problem is very, very 
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fresh in the Illinois and Iowa farmer’s mind. Corn, due to the very 
favorable winter we had, is already very close, dried naturally, down 
to a No. 2 yellow basis. Corn is averaging now between 15 and 16 
percent moisture, and the line is 15%. 

That is all Uncle Sam is going to pay for 15% percent moisture 
If he puts that corn in a crib and it keeps on drying out proportion- 
ately as it did other years, along about July that corn will be down to 
around 11% percent moisture, which means that if he puts corn in the 
crib now he is going to have just that many fewer bushels in July, 
according to the amount that has evaporated in the air 

So if he could sell his corn now for 10 cents a bushel less than Uncle 
Sam is going to loan him, he will come out even, besides getting rid of 
the red tape in making out loans and so forth 

Senator Youna. And the cost of storace. 

Mr. Josr. Yes. ; 

Senator Tuysr. He pays interest and he pays storage. The storage 
is in there. 

Mr. Josr. Not only that but if he is a good farmer he has to have 
fire insurance on it, too. 

Senator Tuyr. Then they will come along and assess him in June 
and then he will pay a personal property tax on that sealed up corn 

Mr. Jost. Those are all things which must be taken into considera- 
tion. 

Senator Tuyr. It looks good on paper at times, but when you 
actually sum it up and figure in what you have actually paid out, 
personal property tax, fire insurance, and then the deterioration in 
your poundage by the evaporation, it is not so good. 

Mr. Jost. And loss by rodents. There is not a farm, no matter 
how many cats and dogs they have around, but will lose some to the 
rats. 

Senator Youna. Does that complete your statement? 

Mr. Jost. Yes, sir. 

Senator Young. Yours was a very good statement. Thank you, 
Mr. Jost. 

The committee will stand in recess until tomorrow morning at 10 
o’clock. 

(Thereupon, at 4:07 p. m., an adjournment was taken, to reconvene 
on Friday, April 24, 1953, at 10 a. m.) 
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FRIDAY, MAY 8, 1953 


UNITED STATES SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10:27 a. m., in 
room 324, Senate Office Building, Washineton, D. C., Senator George 
D. Aiken (chairman) presiding. 

Present: Senators Aiken (chairman), Young, Thye, and Hicken- 
looper. . 

Also present: Senator Cooper. 

The CHarrMan. The committee will come to order. This morning 
we will hear a couple of holdover witnesses on the matter of grain 
exports and imports—Ralph Hegman and Oscar Olson, both from 
Minnesota. 

Mr. Hegman, you are secretary of the Kellogg Commission Co., 
representing this morning, we understand, the Minneapolis Grain 
Commission Merchants Association. Is that correct? 

Mr. Heaman. That is correct. 

The CHAIRMAN, Do you have a statement? 

Mr. Heaman. I have no written statement. 

The CHarrMan. You have something on your mind, at any rate 
Why do you not go ahead and give the committee your views? 

Mr. Heaman. Would vou mind if I asked my colleagues to step 
up here? 

The CHarrMaNn. Bring them up. 


STATEMENT OF RALPH H. HEGMAN, SECRETARY, KELLOGG COM- 
MISSION CO., MINNEAPOLIS, MINN., REPRESENTING THE 
MINNEAPOLIS GRAIN COMMISSION MERCHANTS ASSOCIA- 
TION; OSCAR A. OLSON, PRESIDENT, MINNESOTA FARMERS 
ELEVATOR ASSOCIATION, TRUMAN, MINN.; AND FRANK H. 
HIGGINS, FRANK H. HIGGINS CO., MINNEAPOLIS, MINN. 


Mr. Heaman. Gentlemen, as you all have heard many times 
recently, the importation of oats and barley and some other grains 
from Canada is having a serious effect on the price of these commodi- 
ties in the American market—so serious, in fact, that it has disturbed 
the producers and they would like to have something done about it. 

The Minneapolis Grain Commission Merchants Association repre- 
sent the various local farmers’ cooperative elevators in the Northwest 
States, as well as some independent elevators, and our people—that is, 
people who do business with us—being much disturbed have asked 
the commission men to do something they could to impress upon the 


47 
o4i 
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Senate and the House and the administration the importance of this 
matter and if possible to indicate what has happened. 

lhe Minneapolis Grain Commission Merchants Association passed 
a resolution which is as follows: 

Whereas the present governmental policy permitting the unrestricted importa 
tion of oats and barley into the United States tends to depress the American grain 
market and the prices received bv our farmers for those oralns, thereby renderir g 








the price-support program for grain ineffective and more costly to the Ameri 
taxpayer in that the Government, under the present law, must give financial 
support to officially set. prices for grain: Therefore be it 

Resolved, That the Minneapolis Grain Commission Merchants make known t 
the United States Senate Agricultural Committee, at a hearing scheduled in 
Washington, D. C. on Friday, May 8, 1953, this association’s disapproval of the 
present governmental policy permitting the unrestricted importation of oats and 
barley into the United States from Canada and from other countries. 








That is signed by the secretary of our association, which I submit 
for the record. We also have received from the Farmers’ Grain 
Dealers Association of North Dakota, which is an organization of 
farmer elevator companies in North Dakota. this wire 


Resolution adopted our convention February 4 directed to President Dwight 


Eisenhower reads in part Specifically we ask that you immediately stop 
importation of oats, feed wheat, and barley which commodities are now in surplus 
supply in the United States and selling in surplus supply in the United States and 


selling far under support levels 


I submit that for the record We have read with interest the 
comments that have been presented to your committee over the last 
few months, both in favor and ovposed to these imports, and it strike 
us that there are several factors that have not been stressed as much 
as thev should be. The report of some of the investigating committees 


ation of oats and 


has tended to belittle the impact of the impo ! 
nited States. 


t 
barlev from Canada on the price structure in the | 


[ would like to just make a few remarks about each of these com 
modities. Let us take barley, for instance. Approximately 100 
million bushels of barley are used for malting per year in the United 
States We . derstand that aecordine to the Dey artment of Agri 
culture, a little better than 15 million bushels of barley were imported 
from July 1, 1952, to April 9, 1953. Of course during a good share of 


} 
that time the lakes were not passable by boat, so from April 9 on until 


. : 1 
July 1 of this year there will be a larger percentagewise importation 


likely. Our guess is that there will be approximately 25 million 
bushels of barley brought into this country. The barley that is 
brought in largely is what we class intermediate quality malting barley 

I want to point this out: There are 100 million bushels used lf 


*) 


25 million bushels of barley come from Canada of the intermediate 
quality, that will constitute 25 percent of the malting barley used in 
this country. The very top quality malting barley is being selected 
from American production but the moment we get below that class 
the imports from Canada can be bought at a cheaper price, yet not at 
a feed price. It is cheaper than the top quality malting barley but is 
in that intermediate range. 

To the extent that that Canadian barley is bought, and brought into 
this country and used for malting purposes 

Senator THyr. You said ‘‘blended’’? 

Mr. Heeman. It is a sort of a mixture in Canada, but the barley 
maltsters use it in their steeps. Whether it is mixed with American 
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barley or not, it is nevertheless displacing that much. When it does 
it is taking that market away from the intermediate barley produced 
in the American markets and automatically reduces that value to a 
feed basis to the extent that it supplants our production. 

Senator THyre. What is the difference between feed and malting 
barley in price? 

Mr. Heeman. The difference is this: the top price of malting barley 
at this time is something around $1.60 to $1.63. The feed price is 
about $1.20. 

Senator Youna. At Minneapolis? 

Mr. Heeman. Yes, I am talking about Minneapolis prices. This 
intermediate class has a range from about $1.45 to about $1.58 or 
something like that, depending on relative quality. It is that seg- 
ment of the market which we think is being materially affected by this 
importation from Canada. We come in, we have heard suggestions 
that there be a restricted basis. It seems logical that a restricted 
basis would be some improvement, but frankly 25 million bushels is 
not a lot of bushels, and as we deal in figures in Washington, the prob- 
ability is that any quota would be within that range, that would allow 
at least that much. 

Senator Tuyr. Importation of 25 percent of the malting barley 
used presents a very serious question as to whether it is profitable to 
produce malting barley or whether it is more profitable to produce 
some other crop, and therefore you get a discouraging effect upon the 
production of barley. 

Mr. Hreaman. Yes, sir. 

Senator Tuy. So production must go to some other crop, and that 
aggravates the wheat and corn situation, where you have basic 
price supports. 

Mr. Heaman. Yes, sir. 

The CHAIRMAN. How do you determine whether a barley is malting, 
feed, or ordinary grade? Is it by weight? 

Mr. Heenan. No, sir, it is type of barley, size of barley, color 
of barley, and how it pearls, whether it is hard malting or metal 
malting. Each maltster has his own peculiar desires. He has his 
own methods of making malt and based on his experience and his 
desires and his trade he selects the type. It is a very exacting prop- 
osition. 

The CwHarrMan. Is the feed barley screened from the malting 
barley? 

Mr. Heaman. Generally speaking, feed barley is raised and is the 
barley as it comes from the farm. 

The CuHarrMAn. It is the crop as it comes from the farm? 

Mr. Heeman. Yes, sir. Actually, there are some screenings that 
go back into the feed. 

The CHAIRMAN. Does it cost more to raise malting barley? 

Mr. Heaman. No; I do not think so. 

Senator Young. There are certain types of barley that lend them- 
selves more to malting purposes than other types. 

Mr. Heeman. That is right. 

Senator Toys. In Minnesota there are certain areas of our State 
that we find will produce a better malting barley than other areas of 
our State. 








350 FOREIGN TRADE IN AGRICULTURAL PRODUCTS 


Mr. Heaman. Yes; and it changes, Senator. When we were boys 
southern Minnesota was the primary producer of malting barley 
Today it is the northwest Red River Valley. 

Senator Toys. Around Red Wing, Goodhue County, is the malti 
country. In the area where I was raised, that was a barley country 
you hardly see an acre of barley now. One reason is that it is un- 
profitable, partly because of the imports that have come in. 

Senator Youna. North Dakota 10 years ago sold very little ma 
barley Now a rath ! high percentage ¢ { the barley Is u rd for ma 
purpost 5 

The CHatrMan. The latest BAE report gives $1.36 a bushel as thi 
parity price of barley. Does that indicate that parity is not a proper 
yardstick for measuring the value of barley? 

Senator Youna. That is based on feed barley rather than malti: 

The CHarrMan. Is that based on feed only? 

Mr. Hea@man. Yes. 

The CHAIRMAN. I was asking Mr. Hegman if it cost more to rais¢ 
malting barley and he indicated that it did not. 

Senator Young. Mr. Chairman, I think what we have to have in 
that area is a separate price support program for malting barley 

Mr. Hiaerns. It would be very difficult, Senator, for the reason 
that you can have a variation in price in the same grade of barely 20 to 
25 cents a bushel, and the inspectors that would be going down to 
inspect that barley, it might be a case of judgment of “Is this good 
malting barley or is it not?” 


Senator Youna. I misspoke myself. I meant a different parity 
formula for malting barley. 

Mr. Heeman. There is another factor, Senator, and that is that the 
amount of malting barley that we can use for malting purposes is 
rather restricted based on the amount of beer sold, for instance. The 
amount of production of barley that can be malted, and frequently is, 
is much greater than the use for malting purposes. 

Senator Youna. Senator Aiken, we find ourselves in a rather tough 
situation in the grain area. Our grain producers and others are being 
hurt badly by Canadian imports. Oats, barley, and even rye prices 
are badly affected. Our rye production now is the lowest in the 
United States that it has been in 80 years. We have only about 2 
million bushels of rye in visible supply. But still the price today is 
down about 40 cents a bushel below that of a year ago. 

One solution I can see is that if there is a fair price for dairy products 
we will have to go to more dairying, to more livestock feeding, more hog 
production or things like that. We are right across the line from 
Canada whose cost of producing grains is much lower than ours. We 
are going to have to go to some other kind of farming or else get out 
of business. 

The CuarrmMan. I think you will find that transportation costs ar 
pressing commodities out of the market now. 

Senator Youna. That is a cause of some of the trouble 

The CuHarrMan. I notice a desire of some producers to ship milk to 
eastern markets. When they look up the transportation charges—it 
is almost $2 a hundred for milk just to get it in there—it is prohibitive 
Our feed mixers in the Northeast complain of the transportation costs 
of grain from your area. Canadians, as you have pointed out in this 
meeting before, have a great advantage in the matter of transporta- 
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tion, so that as the costs go up you can afford to perhaps do vour buv- 


ing in the areas which are best suited for producing it 

Senator You NG. Mr. Met abbe. when he was here last weel , gave 
me comparative freight rates between poi n Montana and rnght 
across the line in Canada, to the Great Lakes As [1 call, the freight 
rate from Shelby, Mont., was about 45 cents a bushel to Duluth, and 
the freight rate from a point right across the li n Canada to Port 
Arthur, which is comparable to Duluth, was some 16 cents a bushel 


The CuHatrMAN. Forty-five cents a bushel? 

Senator Youna. Yes, sir. 

The CHarrMan. It does not seem possible 

Senator Youna. And on the Canadian side 16 cents a bushel. 

Mr. Heaman. There is quite a little wheat brought into Minne- 
apolis and Duluth from western parts of Montana at a rate pretty 
close to 50 cents a bushel lam saying a bushel, not a hundredweight. 

Mr. Hiaeins. The checks for the freight, the deductions, sometimes 
amount to over $1,000; freight 

Senator THyr. You mean on a earload 

Mr. Higerns. On a earload. 

Mr. Heaman. A big car 


Mr. Hiaerns. On the other side of the iine they could ship that 
wheat by rail. 

Senator Tuyr. Mr. Chairman, all the more reason why we need 
the St. Lawrence seaway. We have to have competition there. 

The. CHAIRMAN. We have to have cheaper transportation or we'll 
be in far deeper trouble than we are in now. In a good many com- 
modities transportation costs have shifted the area of production and, 
in some cases, as In the case of Dakota, Montana, and Minnesota, 
shifting the area of production of grain away from the area best suited 


for that production. 

Mr. Heaman. That is right 

Senator Ture. Where does the 
Government, or is the Canadian rai 
less as an engineer, a brakeman or conductor? 

Mr. Heeman. Primarily the difference is the mileage. The mil age 
from the nearby Canadian point to Port Arthur is materially i ss than 
from Montana. We cannot change, after all, the distance between 
the two points. 

Senator Tuyer. However, there cannot be that great a difference 
ere a given point in Canada right across from Montana, to Port 
Arthur, or to Duluth. What is the freight rate in Canada on a bushel 
of wheat in comparison to a rht rates in the United States on a bushel 
of wheat? That would be the answer right there 

Mr. Heeman. That sedi 1 be the answer, sir, and I cannot quote 1 
because I do not know. I know it is less, that the rate per mile is 
less, but I do not know how much less. 

Senator Youna. Senator Thye, I think much of it is due to special 
legislation. The prairie privinces of Canada have what is known as 
the crow nest or some such provision, written into the law years ago 
where prairie provinces have special grain rates. One of the big 
Canadian railroads is a national railroad, it is subsidized, and the 
Canadian Pacific the other has large pommerties of its own, very 
profitable properties, which permit them to make lower rates than the 
average American railroad. 


ise lie Is it the Canadian 


ai 
ene worker vetlLing so much 
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The CHarrMan. But the Canadian Government is far from going 
broke. ‘They are not as near broke as we are. 

Mr. Hxeeman. If you will permit, I think we probably have said 
as much as we can about barley. The other commodity we want to 
discuss today is oats. I have read the reports from the Department 
to you gentlemen and it seems to me that the general tendency is to 
take the entire production of oats in the American market and compare 
that production with the amount of importation from Canada. 

In making that comparison we make the inference that the amount 
isnot great. What we would like to point out is this, in rough figures: 
while the production in the United States is well over a billion bushels 
of oats a year, the amount of oats that is brought to a terminal 
market for disposition is much less than that, and we would estimate 
perhaps around 250 million bushels, or about one-fifth of the total 
crop comes in to the marketing facilities and by that means establishes 
the current price that is quoted on the Minneapolis market, the 
Chicago market and any other organized market. 

The thing that we would like to point out is this: these Canadian 
oats, which are approximately 50 million bushels from July 1, 1952, 
to April 9, 1953, and would probably be over 60 million bushels by 
July 1, 1953, that amount, let us say, to 60 million bushels, as com- 
pared to the 250 million bushels that get into the terminal markets, 
is a factor much greater than has been inferred by the general idea 
of comparing the 50 or 60 million bushels with the total production 
in the United States. What we want to emphasize is that it is a 
serious price factor, and that it has depressed the price, and that by 
depressing the price it is a serious blow to the farmers in the North- 
west who are producing the grain that is brought to the terminal 
market and sold to the deficiency producing areas in the normal trade 
channels. 

That was the point that we thought had not been stressed so far 
and that we would like to bring up for your consideration. Does that 
seem logical and reasonable to you, Senator Thye? 

Senator Toye. It does. It is just one of these very complex 
problems that we have to deal with down here, and we are just 
searching for every shred of enlightenment that we can possibly get 
on it. 

Mr. Heaman. The problem of affording to the farmers from across 
the line the subsidy program that we have in these markets is some- 
thing that the farmers in the Northwest do not like because, after all, 
they have to pay their share of the freight, and yet their prices are 
depressed by these importations. 

The CuarrMan. I think you have two sides to the question. The 
United States and Canada go into world markets on some things, and 
it is true that we, in a sense, support the Canadian commodity market. 

However, if we did not do that there is a strong possibility that the 
Canadians would have to sell at a considerably lower price somewhere 
and that, in turn, would undoubtedly affect our market and cause a 
great deal of dissatisfaction. 

Mr. Heenan. I think so. 

The CuatrMan. What we might hope for is that prices in Canada 
might reach a point where they would equal ours, and they are 
approaching it. They are much nearer than they were 20 years ago. 
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Senator Younec. Mr. Chairman, I think the trend is bound to be 
the other way. If the United States continues to bear the great 
burden of the cost of the program to try to contain communism all 
over the world, those tremendous expenditures with resultant high 
taxes are bound to increase the costs of our produc tion in the United 
States, and the Canadians on the other side, with a smaller participa- 
tion in a world program to contain communism are bound to have 
lower costs. 

They have had one tax reduction and I understand they are about 
to have another one. Their labor costs are lower. I do not know 
how the grain producers in the United States could ever hope to 
compete with the Canadians in the future. 

I think our situation is going to be worse. We are just going to 
multiply our problems if we continue this kind of a practice on im- 
ports. I am one who believes that we have to take some imports. 
I do not believe we have to take all imports that all the countries 
of the world want to dump upon us. 

The final answer to any situation like that would be that we would 
be forced to reduce our standard of living to that of the rest of the 
world. 

The CHatrMaNn. Do you think, Mr. Hegman, that a quota on im- 
ports fixed year by year, according to the needs of this country, 
would help? 

Is that what you have in mind? 

Mr. Heaman. What I want to point out is that if any quota is 
considered, the probability is that such quotas would be large enough 
so that they would probably permit, as of the present time, the 25 
million bushels importation of oats. So such a quota would not 
change our picture today. 

The CHarrmMan. Then what would be your solution? Increase 
in tariff? 

Mr. Heeman. I think perhaps there has to be some restrictive 
measure for that purpose. I think quotas, if they were small enough, 
would probably work, but if they were so small they would be prac- 
tically an insult, and probably be worse than none at all. 

To be effective, of course, the only really effective way is to make 
it so high that those grains that do come in would pay their own 
freight in the import duties to the Federal coffers. 

Undoubtedly when our farm program was passed by the Senate 
and the House there was not thought that these funds that were’ 
made available would be made available to any but American pro- 
ducers. 

I am quite sure that no one would have the temerity to propose 
that we establish a premium for producers outside of the United 
States. 

Senator Toys. The fact is simply that a farm price support pro- 
gram can never be enacted that remains fixed because a change in 
conditions the world over would make any program such that you 
must re-examine it. None of us knew, when we were writing support 
legislation, that the situation in Canada was going to change to 
where the Canadian dollar was going to be of greater value than the 
United States dollar. 

No one could foresee that Canada would be reducing taxes when 
we were imposing or holding to what you might call war emergency 
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taxes. No one could foresee all of the problems that the world is 
faced with today. 

At the present time, under our agricultural price support program— 
it matters not whether it is dairy products, fats, oils, or what it might 
be—we are virtually holding an umbrella over the other man just as 
long as he can come in here and take our American dollars for the 
things that he brings into this country. 

Our support program becomes an umbrella over his prices anywhere 
in the world that he happens to be shipping from, 

The CHarrMan. In a sense vou hold an umbrella over him anyway 
because our support prices, until we have a bona fide two-price system, 
do enable the other country to get a higher price in the world market 
than it otherwise would get. 

Senator Youna. Canada in effect does have a two-price system in 
the wheat pool. They have a high price for local consumption of 
wheat, and they utilize a considerably lower price for exports. 

The CuarrmMan. They get a pretty good price in the world market 
for wheat, also. 

The Chair notes the presence of Senator Cooper, of Kentucky, in 
the room. 

Senator TuHyr. Senator Cooper has a group of producers from 
Kentucky with him. I was just going to leave the session long enough 
to visit with them, but I wish that these men could make a brief state- 
ment of their concern as dairy producers from Kentucky. 

If it would be permissible, Mr. Chairman, for these gentlemen to 
take about 5 minutes to state what their worries are, and have it 
reflected right in the record of your hearing, I think these Minnesota 
men would be glad to sit by for a couple of minutes while that was being 
done. 

Senator Cooper. Mr. Chairman, I did not come here to interrupt 
the hearing. I came here to listen. 

The CuHarrMAN. As a matter of fact, your friends do not look 
worried. 

Senator Cooper. These three gentlemen are milk producers. 

Senator Toye. They were here for the National Dry Milk Con- 
vention and they are concerned, Mr. Chairman, about section 104 in 
the Defense Production Act which was enacted as a barrier against 
an unlimited influx of dairy products from foreign countries. 

That was their concern and that is what they wanted to speak to 
me about. The record will now show that here are Kentucky pro- 
ducers that are concerned with the very same thing that we of Minne- 
sota are, and, I am sure, that the Senator from North Dakota is, 
because we are out in the area where we provide a surplus of dairy 
products and we do not have the consuming centers to consume the 
fluid milk that we produce. So we must manufacture skim milk 
powder, butter, or condensed milk. 

Senator HickENLooperR. Mr. Chairman, I might ask the gentlemen: 
Have they gone into this new process of canning pure whole milk 
without adulterants or additives which seems to be attracting a great 
deal of attention and which might take care of our milk product. 

There is a process now going on of considerable magnitude which 
is not the regular previously canned whole-milk program where they 
put in additives, hydrogen peroxide or whatever it may be. 
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This has no preservative, it is just canning the pure whole milk 
which will keep indefinitely and may solve your surplus milk problem, 
the problems of Minnesota, Iowa, and Wisconsin and some of the 
other places. 

There might be some mechanical solution to this before too long. 

Senator Cooper. I will be appearing before this committee again 

The CuarrMaANn. We are glad to have had you, Senator Cooper, and 
your guests. Senator Hickenlooper? 

Senator HickENLOoPER. Have you given any consideration to this 
tariff theory that has been discussed from time to time that an 
approach to the tariff problem might be based upon requiring the 
American importer, whoever he may be, to pay to the foreign exporter 
at the point of importation, a price reflecting the exact—or as closely 
as you can figure it—competitive productive price of that product in 
this country? That theory has some intriguing facets 

Mr. Hraman. I have never contemplated it. It is pretty hard to 
figure out #hat the productive competitive price might be on any 
article. It would vary. 

Senator HickeNLooper. I do not think that presents an insur- 
mountable difficulty. In grain you have varying prices from day to 
day. 

Mr. Heeman. That is not a competitive productive cost. You are 
talking about a price. 

Senator Hicken.Looper. The price here? 

Mr. Heenan. The price is a different story. 

Senator HickENLoopER. The price here. It does not make any 
difference under this theory. I am neither advancing it nor con- 
demning it. But it is intriguing. 

Mr. Heenan. I have not heard of it. 

Senator HickKENLOooPER. The theory is that if they can produce an 
article for $1 abroad and lay it down for $1 here, that costs us $6 in 
this country to produce, it does not make any difference what it costs 
them to produce. 

Our importer would have to pay $6 to the foreign importer. He 
can do whatever he wants to with that $5. But when they brought 
it into this country a price would have to be paid by the importer here 
that is a direct competitive price with the production of that article 
here. That at first blush would seem to raise the issue of undue en- 
richment to a foreign exporter if he were able to make something very 


cheay ly and get a fancy price for it here 

But there is another areument that the producers of those products 
in foreign countries will not stand too long for somebody getting too 
much money for their products when they got here, that they would 
eventually adjust their wage scales upward here and get themselves 
in a better econon ic posit on to buv od ts from other p 

If you have not come a Sit t has lot i L 1 i i 
could not go into it thoroughly here. But it is interestin 

Senator Younac. Mr. Chair n, | would lil ) nto the recora 
at this point two paragraphs from a letter | on May 4 from 
Secretary of Agriculture Benson, touching on the import situation 

Secretary Benson is trying to do something about the imports, | 
want part of his letter in the record. |Readi 

The Department is considering two approaches to the question of controlling 
imports of oats. We already have in process a new investigation to determine if a 





justification exists for recommending section 22 action Mr. Raskin— 
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he refers to Mr. Ben Raskin, who appeared before this committee 
about 2 weeks ago, representing the Daniel F. Rice Commission Firm 
of Chicago— 

Mr. Raskin was notified about this investigation on April 23 as the enclosed letter 
indicates. At the same time, we are consulting with Canadian Government 
officials about the possibility of action by Canada to limit oats exports to the 
United States to quantities which will not materially interfere with our price 
support program. We feel this latter approach provides a w ay of handling the 
problem with the least possible repercussion on our export trade to Canada which 
is sO important to many agricultural producers. My views with respect to 
strengthening section 22 were stated clearly on page 17 of the enclosed testimony 
before the Senate committee on April 9. These same views were repeated before 
the dairy subcommittee of the House Agriculture Committee on April 14. I have 
not changed my view since that date. 

This letter indicates “ he is trying to work out a quota arrange- 
ment with the Canadian Government. Personally, I would prefer 
tariff protection but certainly quotas would be far preferable to nothing 
at all. e 

Senator HickEeNLoorer. Your quota does not necessarily reach the 
problem, does it? Any substantial imports at a much lower price 
into this country under a quota system are bound to adversely affect 
our price here. 

Senator Youna. We have quotas now on the import of wheat, and 
they are working out quite effectively. It is a low quota to be sure, 
but if we had a quota on oats of, say 10 million bushels, or even 15 
million bushels, it would be far’ preferable to the present rate of 
imports of 50 to 70 million bushels a year. 

Senator HickENLoopeEeR. There is no question about that. But I 
still do not see how the quota system will necessarily have anything 
but an adverse effect on our own price system here. It may be a 
smaller adverse effect, a lesser adverse effect. That is, providing they 
come in under a quota at a lesser price. 

Senator Youna. If we could ever convince the State Department, 
which I do not think we ever will, that we need this protection, then 
we can seek another approach. 

If we fail in that, then I think quotas are certainly far preferable to 
no action at all. 

The CHarRMAN. However, it appears that in the case of oats at 
least, the grower in the North Central States has not been receiv- 
ing a price which would be warranted by this supply and demand 
situation. 

Senator Youna. That is right. 

The CuarrmMan. Are you able to sell oats on the Minneapolis market 
at a price which would naturally be warranted by the supply and 
demand situation? 

We have heard complaints that farmers in that area had to sell oats 
at 50 cents a bushel. Would those be good oats? 

Mr. Heaman. At the present time in Minneapolis the oats would 
be selling a little better than that for the normal quality of oats. 

The CuarrMan. Around 80 cents? 

Mr. Heeman. Not 80. They are around the 70 to 75 cent grade. 

Senator HickENLoopgER. What is the average price that Canadian 
oats have been coming in at, under this 60 million bushels import? 

Mr. Heeman. Mr. Higgins, have you any idea? 

Mr. Hiaearns. Senator, I cannot give you the actual figure right 
now. We will say with the average price of oats in the Minneapolis 
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market it would be 70 cents a bushel. In the Chicago market, these 
imported oats that have been delivered by boat from Fort William, 
on many, many days you would have the Chicago market at the 
same price as the Minneapolis market. 

Chicago is that much nearer to the source of supply. 

Mr. Heeman. To the demand. 

Mr. Hicerns. To the demand of where the oats are used as we 
have to ship those by rail to the Chicago or southern area. 

Senator HickENLOooPER. You ship a lot of them to my home town. 

Mr. Hiacerins. Yes. What is that doing? That is building up a 
wall so that oats grown, we will say, in North Dakota, Montana, and 
Minnesota, simply cannot offer their oats at a price that will compete 
with these other oats because we have got the freight to add on to it, 
and starting at the same price. 

The way it looks now, it will not pay our northwestern farmers to 
raise oats except for their own use, which, of course, is getting smaller 
all the time. 

The CHarrMAN. We had testimony that not much over 10 pereent 
of the oats in the country leave the farm now. Mr. Hegman men- 
tioned 20 percent. I think one of the Government witnesses sub- 
mitted it as nearer 10. 

Senator H1icKENLOOPER. Do we export any oats now? 

Mr. Hiaatns. Very little. 

Senator HickeNLooper. Have we used any oats recently in the 
overseas program of any kind, do you know, Mr. Chairman? 

Mr. Heeman. Senator Aiken, I would like to call on Mr. Oscar 
Olson for a few remarks, if you will permit. 

Senator Youna. If section 104 of the Defense Production Act is 
permitted to expire, what effect will that have on flax imports? Do 
you have information on that? 

Mr. Heeman. I would not be able to tell vou. 

Senator Youna. % understand there is a considerable amount of 
foreign flax ready to be dumped on the market, if section 104 expires. 
We already have a sizable supply of that. 

The CHatrMan. If section 104 expires, and the importation of oats 
is embargoed, we will probably see a mass migration of the dairy 
industry to Canada. Mr. Olson? 

Mr. Ouson. As president of the Minnesota Farmers Elevator Asso- 
ciation, with about 100,000 members, I wish to confirm what Mr. 
Hegman said. Also, as Senator Thye brought out, what is seriously 
alarming us as producers is the low price on oats, barley and rye, due 
to this importation of Canadian grain which has lowered the price so 
that we farmers cannot possibly raise it any more, and all that acreage 
is being thrown into wheat, corn and beans and we have already had 
surpluses of wheat, corn and are nearing a surplus of beans. 

It is creating an alarming situation. 

Senator Turk. It is perfectly natural that if a farmer cannot get 
his production costs out of oats, he is not going to plant oats. He is 
going to turn to something else. 

If he cannot get it out of barley, he will not sow barley. He will 
sow something else. So you find an aggravated situation in another 
crop, whether it is soybeans or whether it is corn. It is one of them. 

They are going to have to absorb that acreage because the farmer 
just shifts. He reads these papers and he shifts just as certainly as 
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he fears the market is going to be weak on barley and oats and rye; 
he shifts over to something else. 

So you are going to have to regiment the farmer to a strict acreage 
control unless you regulate the imports of those commodities that are 
in direct competition with your own crops. It is one or the other. 
It is just that simple, Mr. Chairman. 

The CuarrMan. In answer to the question Senator Hickenlooper 
asked a few minutes ago about the exports of oats, the clerk has given 
me the official record showing that for 1951, which is the latest year, 
we exported 4.6 million bushels of oats and imported 62.3 million 
bushels of oats. 

We exported 31 million bushels of barley, and imported 12.9 million 
bushels of barley. 

Mr. Hiearins. That was in 1951. 

The CHarrMAN. That was 1951. The figures varied greatly from 
year to year, from 1935 to 1951. 

\Mir. Hea@man. It probably is feed barley that was exported. 

The CHarrMAN. There is no way of telling. 

Mr. Heeman. That is the probability. 

Senator Youna. Mr. Chairman, I have to leave. I would like to 
make one observation before I leave. About 2 months ago, when 
cattle prices dropped drastically, the National Cattlemen’s Association 
said, in effect, they wanted to be left alone, that they could take care 
of their own problems. Many cattlemen’s associations now want 
better credit. I think they are entitled to it. 

I think they are entitled to other relief. I noticed an article in the 
Washington Star on Wednesday in which the Cattlemen’s Association 
of California was bemoaning the fact that we had price support pro- 
grams on feed and that feed prices were too high. Oats are selling 
at far less than 80 percent of parity; corn at about 85 percent of parity. 
I do not think the answer to the cattlemen’s problem or the dairy- 
men’s problem is the destruction of another industry. 

[I do not think that the feed industry should be called upon to 
subsidize any other segment of our agricultural economy. I think it 
is a problem where all segments of our agricultural economy are going 
to have to pull together. 

| for one have tried to help the cattlemen in their problem, and the 
dairymen in their problem, as well as other segments of our economy, 

The Cuarrman. Do you have any further statement to make, 
Mr. Olson 

Mr. Otson. No, sir. 

The CHarrMAN. We are glad to have had you men with us this 
morning from Minnesota to present your viewpoints on this situation. 

I think you realize as well as all the members of the committee that 
there is no easy solution to the problem which is ahead of us. All that 
we can do is hope to make the conditions better. Jam sure that we 
are not going to run out of problems as long as we continue to turn 
a furrow. 

Mr. Heenan. I think that is true. Thank you, Senator. 

(Thereupon the committee proceeded to the discussion of other 
business. ) 

(The following letters and statement were filed with the committee: ) 
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MILLERS’ NATIONAL FEDERATION, 
Washington 4, D. C., At 
Hon. GrorGgE D. AIKEN, 
Chairman, Cammittee on Agriculture and Forestry, 
United States Senate, Washington, D. ( 

DEAR Mr. CHAIRMAN: The Millers’ National Federation is very much inter- 
ested in the hearings that you and your committee have been conducting sinc¢ 
April 9 regarding foreign trade in agricultural products. It is a most 
subject and we are hopeful that as a result of 1 inf atic ybtained, the 


Congress and administrative departments : Lore vill | able to develop 
legislation and procedures that will permit the nited S 
active exporter of such basic and widely 1 led foodstuffs ¢ t and fl 
We are of the opinion that a substantial contribution to t ral ¢ V 
of our country car be made by the encourage ent ol Dor ( at 
of wheat flour and other wheat products \s a 
industry is so strongly of this opinion tl 
a long-range program designed to aid in the } 
and potential new export markets for wheat Lo 
in the United States. 
I direct your attention to a resolution ad 


directors of the Millers’ National Federa ata { St. | 
on November 13, 1951. A copy of that ré { itt 
marked “exhibit A.’’ 











[his pro ra start li Janua y 1952. 5 tt | LI i l 
that it has proven to be most worthwhilk Phe . , 
tion of the entire situation with regard to export 
market areas, and development of reco latio ( t uctio ry 
objective of the program has bee fa tate indust lab- 
oration to the extent possibl 1 
In adopting the export program the federatior as 1 f a T } ve. 
to a practical and effective means of working o1 S} fie commod trade 
problems It recognizes that Governme ag especia I 
limitations. cannot perfor 1 all of tl d 
the industry shows its willingness to assu an act I s to ¢ 
and to Government agencies onl) » provid | é { sures a ’ n- 
istrative procedures necessary to carry on active tra 
Our study of export marke are ; has c ne 1 I t i 
for flour exports do exist. Ches notentia . 
Congress and our Federal Gover ent a i 1 
developing them, are admirab for t ila 
export programs, Mr. Gor P. Boal 4 
the Millers’ Na nal | lera ) n 4 i i 
address is attached and marl UN I 
with tne resear l ject i 119 
Commis oO a | \ I ‘ 
designed to develop ne ar f 
with a us TO I 
Durit yr pepte I ( 2 ] 
nro nh mi f Asia 
are briefly set forth in a state ed by the fed , \ 
of this statement, dated Ue r 30. 1952 ttac i ur i 
Subsequently, Mr. Boal 
opinion are needed to f r and 
markets for wheat products ( era 
quired to carry these projects forward. Mr. Boa ne n 4 . l ar 
set forth in an address deliv 1 i ( W Le 1 


Pendleton, Oreg., on Decemb«e r 5, ] 152 al l n a report prepar 1 for the ledera- 
tion on January 26, 1953. Copies of these documer are atta and marked, 
respectively, “Exhibit D” and “Exhibit E.”’ 

Again in March and April 1953 Mr. Boals made an extended trip to countries 
in Central and South America and the Caribbean area \ report of his findings 
in this area is contained in a brief statement issued by the f ration on April 10, 
1953, a copy of which is attached and marked ‘Exhibit F.” 

With specific reference to wheat flour exports from the United States which 
have declined significantly in recent years, our studies show that a basic difficulty 
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has been the inability of United States exporters to quote competitive prices, 
This situation, of course, is related directly to the relationship of United States 
wheat prices to those in other e xporting countries. To the extent that importing 
countries have been members of the International Wheat Agreement and these 
countries had guaranteed purchase quantities, subsidy payments have permitted 
exports to be made. The inadequacy of the flour import quotas, however, of 
most countries under the Interns stional W heat Agreement and the lack of any quota 
adjustments for over 2 years has resulted in a situation of more and more non- 
International Wheat Agreement business that excluded the United States. Flour 
business in many traditional markets that has been built up over de cades has 
been threatened by price and quota policies. 

The effect of the operation of the International Wheat Agreement on exports 
of flour is fully set forth in an address by Mr. Boals before the third annual meeting 
of the National Association of Wheat Growers at Denver, Colo., on February 15, 
1952. <A copy of that address is attached and marked ‘Exhibit G.”’ 

More recently we were invited by the editors of the Co-op Grain Quarterly, 
published by the National Federation of Grain Cooperatives, to prepare an article 
on this subject for the spring issue, 1953. The article appeared in that issue, and 
a reprint is attached, marked “Exhibit H.”’ 

The problems created by the inadequate quotas for flour importing countries 
to a large extent have been minimized by the increased quotas for these countries 
agreed upon by the International Wheat Council in connection with the negotia- 


tion of a new agreement for the next 3 years. In addition, we are hopeful that 
procedural arrangements will be made for the consideration of periodic adjustment 
in import quotas to keep them in line with increasing trends in flour consumption 


in many countries. These developments are constructively in the interest not 
only of the United States, but also of the importing countries. Howe ‘ver, it is not 
yet certain that this new wheat agreement will be ratified and made effective. 

Unlike many export commodities, there appear to be many growing and 
potential markets for wheat flour. This is notably true in many of the so-called 
underdeveloped areas and particularly in parts of Asia. We believe that wheat, 
and especially wheat products, in the heavily populated areas that are in a constant 
need of food would be one of the strongest instruments for peace and against the 
advance of communism in such areas. A domestic price or trade nee that 
does not permit the United States to make supplies of a basic foodstuff like flour 
readily available to needy and hungry areas of the world leaves a wide gap in a 
defense program and anti-Communist activities. With the threat of acreage 
allotments and marketing quotas in the United States for wheat for 1954 under 
existing legislation, and the unfavorable publicity that a cut in food production 
will arouse among the millions of hungry and underfed peoples of the world, it 
seems imperative to give every consideration to the utilization of our large stocks 
of wheat and available milling capacity to meet such needs. 

While the new International Wheat Agreement, if ratified and made effective, 
will assist materially in the maintenance of established markets for United States 
flour, there still remain a number of uncertainties and gaps. 

If the wheat agreement is not ratified and made effective, the United States 
will be confronted with the problem of devising some substitute mechanism in 
order to maintain its traditional position in world trade in wheat and wheat 
flour. This will present a serious problem which will have to be met by the 
Congress promptly. 

If the agreement does become effective and the United Kingdom adheres to 
its present announced intention of remaining out of it, the United States is 
confronted with a serious loss of flour markets in many of the British colonies. 

Furthermore, there remains the gap of non-International Wheat Agreement 
flour importing countries, including those countries which are potential new 
markets for wheat products. Nothing is gained by spending time and money in 
developing new outlets if after having created the demand, the United States is 
unable to compete pricewise with other wheat and flour exporting countries. 
Those — s will move in promptly and enjoy the benefits of our pioneering 
efforts, and the United States will be left holding an empty bag. 

The use of moneys provided by section 32 of the Agricultural Adjustment Act 
offers an effective mechanism to bridge these gaps and to give the United States 
the competitive fists it needs to fight for these markets. 

We most earnestly recommend action by your committee, and by the Congress 
if necessary, to encourage the Department of Agriculture to utilize section 32 
funds om these purposes. 

In the interest of presenting constructive proposals to you and the members 
of the Senate Committee on Agriculture and Forestry for your consideration, I 
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respectfully request that this letter and the attachments to which it refers be 
accepted by the committee in a of a personal appearance, and that they be 
made a part of the record of the hearing before your committee on this date 
April 23, 1953, so that you and the members of your committee, 
bers of your staff, may have our views and recommendations be 
tion with your study of this vital and important mechan 

If at some future time convenient to the committee you wish us to appear in 
person, we will be glad to do so. 

Respectfully yours, 


as well as the mem- 


1oOre you Im connec- 








HERMAN FAKLER, 
Vice President, M ers National Federattor 


(The exhibits referred to above are on file with the committee. 





New Yor«k Srate Farm Bureau FEDERATION, 


Ithaca, N. } 


1 


Re Canadian oats. 
Senator GrorGceE D. AIKEN, 
Chairman, Committee on Agriculture and Forestri 
Senate Office Building, Washington, D. C. 

DEAR SENATOR AIKEN: We understand that when C, L. Dickinson of the 
Cooperative Grange League Federation Exchange, Inc., o1 \pril 23, presented 
his views to your committee relative to the need in this part of the country of 
high quality Canadian oats that he was questioned by some members of your com- 
mittee as to whether or not he was expressing the views of other farm organiza- 
tions such as the Grange and Farm Bureau in New York Stat 

J. A. McConnell, executive vice president of t ie GLF, cussed this problem 
with the writer some weeks ago so we are very familiar w it] 1 the issue. 

We have read Mr, Dickinson’s testimony from stem to stern and it is in line with 
the thinking of the New York State Farm Bureau Federation. 

Canadian oats have been a very important source of feed for a long time in t 
part of the country and should continue to be one of our important feeds and feed 
ingredients. 

Because of climatic conditions Canada can produce a hig ialitv heavy oat 
for which there is no good substitute to be found in t country. Oats are an 
important feed for poultry but to be a valuable feed, they must be of the higl 
quality heavy type. 





We understand that the matter of placing an embargo against Canadian oats is 
being considered. We suppose this all ties in with t support program in this 
country. 

I am sure that you know our views on support pr it 1am hereby quoting 
the policy adopted in the annual meeting of the New York State Farm Bureau 


Federation on November 18, 1952: 





“Support prices have become public policy and are essential as a defense 
against disaster in farm incom They are to farmers what minimum wages are 
to labor. They serve a u purpose in g ng luced tl th 
public needs and wants. They serve a destructive pur] when they stimulate 
the production of things in great excess of market demand. ‘The level of support 
is now the issue. High supports which encourage production are bound to lead 
to surpluses owned by the Government, to the detrime of t public High 
supports offer Government no alternative other than to p rigid controls 
on what farmers grow, what they reap and what t Flexible supports 
designed to guard against disaster and geared to the su arket 
demand for the products concerned are constructive and do ni ypardize freedot 
of action on the part of farmers.” 

In our opinion high mandatory price supports which encourage production it 


excess of market demand are unsound, both from the point of view of the publi 
and from the point of view of farmers 
In the State of New York we are extensive producers of milk, dairy products, 
and eggs. To produce these products we have to buy and bring into the State 
large quantities of grain. The dairy and poultry producers of New York State 
are certainly doing their part in supporting the grain industry of the United 
States and it is not too much to ask that Canadian oats, without undue restric- 
tions, be available to the feeders in this part of the country. 
Sincerely yours, 
New York Strate Farm Bureau FEDERATION, 
E. 8S. Foster, General Secretary. 
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STATEMENT FILED By THE NATIONAL GRAIN TRADE COUNCIL 


The National Grain Trade Council appreciates this opportunity to submit 
to the Senate Committee on Agriculture and Forestry its views regarding the 
exportation of agricultural commodities, particularly grain, from the United 
ptates 

We will, in particular, review the exports of grain. In using this term, it 
should be understood that for the purposes of this presentation grain includes 
the following commodities: wheat, corn, rye, barley, oats, soybeans, sorghums 
the export of which is handled by some members of the organizations which 
constitute the council. 

The grain trade has been responsible for all sales of grain for export with the 
exception of those direct to foreign countries by Commodity Credit Corporation. 
Schedule A, attached to and made a part hereof, shows grain exports for the years 
1950, 1951, and 1952 Information as to total grain exports was obtained from 
the bureau of the Census; information as to Commodity Credit Corporation’s 
exports from the Department of Agriculture; and by deducting Commodity 
Credit’s exports from the total exports, the amount of grain exported by the 
grain trade was obtained. It will be noted that the proportion of grain exports 
handled by the grain trade has increased from year to year 

An analysis of the figures in schedule A and of the figures presented to your 
committee by the Secretary of Agriculture shows that the grain export trade 
constitutes an important segment of the American economy, and that it exceeds 
all other industries, including cotton, in its export figure. 

The grain trade realizes better than many other trades that export policies for 
agricultural products can be viewed only within the larger framework of our 
foreign economic policy. This is so because of the size of our export figure and 


becau of the experience of many grain exporters with sales of American grain 





ation, and against payment in foreign currencies. 
L e three mentioned categories for the vear 
1951 and the year 1952 are set forth in schedules B, C, and D, attached hereto and 





made on credit, in compe 
The volume of exports in e: 








, 

made a part hereof. 

Che grain exporters have gained considerable experience in concluding trans- 

other than by cash payment. They have at their disposal the patter 

folio i for such transactions under trade agreem s of great variety wher 
pa nt takes place through clearing arrangements. International trade bu 
ce odities is not an easy business. It requires years of experience, considerabl 
capital, and a worldwide sales organization capable of moving quicl as oppor- 
tunit al or ca De leveloped. These attributes the xport grain trade 
po = 

Che essence of these trade and payment agreements is the exchange of an equal 
value of cor odities with respective pavments to be effected on an offset basis 
in an accounting currency. If one of the two parties to the agreement fails to 
honor it commitments, trouble arises 

Many a creditor nation hesitates, for political or technical reasons, to enforce a 





hard currency settlement, as is usally provided for, and adopts measures ranging 
from new special agreements to authorizing switches or the sale of balances 
against hard currency at a discount determined by the world market in soft 
currencies, 

On the other hand, a defaulting country, in order to avoid diversion of dollar- 
earning products to clearing proceeds, is apt to place restrictions on export sales, 
set up different and variable export prices according to currency, issue special 
controls, etc., entailing wide variations in the value and convertibility of clearing 
currencies. 

New regulations by creditor or debtor countries may result in the blocking of 
the currency, may establish deadline dates, after which transfers can no longer 
be made, which, together with the highly technical nature of these operations and 
the risk of devaluation of the currencies, require the most watchful attention of 
those engaged in this business to prevent major losses 

All these things bring about distortion of trade relationships which are detri- 
mental to the orderly international exchange of commodities. These things do 
not happen if imports and exports are more nearly balanced. On the basis of all 
the information available to us, we believe that continuation of large export 
sales of agricultural commodities from this country are predicated upon recog- 
nition of the need of furnishing importing countries with a means of paying for 
their imports by making exports to this country. 
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Under the circumstances and in viewing the situation from the broadest possible 
approach, we support the President’s recommendation that the Reciprocal Trade 
Agreements Act be renewed for at least 1 year without crippli: imitations 

Simplification of customs regulations fall within the sa ne category oO! helpful 
modifications of our present system. 

The grain trade will continue to exert all its efforts to 1intain and increase the 
export volume of commodities which it ordinarily handles. Our trade believes 
that the International Wheat Agreement is a constructive feature of the achinerv 
to increase exports of wheat under present domestic agricultural programs and 





under present world conditions We regret | ed Kingd« vith ar 
annual quota of 177 million bushels, » f ed 

We believe that the grain trade, on past experience and in view of re- 
sources and credits available to it, & position to st it and clude 





all such transactions that can be ma basis ‘cash payment,” basis ‘“‘payment at 
some future date,” basis “payment in foreign currencies,’ and basis “barter 
against other commodities.” 


Secause the grain trade is part of the free enterpris« sti i we sh to 
see maintained, our trade will conclude only su transactions as appear sound and 
will reject transactions which, in our opinion, i ve pa ent ‘rozen cur- 





rencies and which offer, in our judgment, no opportunity of eventual repayment ir 


foreign goods or otherwise 














The grain trade is willing and anxious to coordinate its efforts with those of the 
Government; we see the merit of furnishing aid to underdeveloped countries; 
we recognize that, at times, it is necessary and proper to s re the irgesse l 
country with nations in distress We we 1 sound ¢ ote of warni against 
overgenerous giveaway programs which, psycholi a be resented by the 
recipier t country anda wi icl may not ¢ re a verse I t I pre | T I in 
foreign countries 

Che grain business is primarily of dist1 n. One the greatest aids 
which could be ven to fore I ¢ eT i , ta : a 
velopment of better distribution met ] 1 ste § l s] a 
would be of great help, and s I 
improve ent in methods of distribut ‘ : 7 
and increase the outlets for : Nise 
thar rrants for mer C t ents ¢ ; 

SCHEDUI \ 
lit 
‘ Oul { ( ( 
CCC 2 ] ‘ oO " ' i] 4 
2,7 2, 763 1 ¢ +} 8 28 7 
Y g g 88 
RAR 244 ’ ) 88 
1 : 
i Ad 425 y : 
1 Not including grain products or so : 
2Source: Production and Market Ad ‘ yepa \ 
3 Source: Derived from 2 and 
‘Source: Bureau of the Census, Department of | 
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ScHEDULE B.—~Sold on credit 


{Stated in 1,000 long tons] 




















1951 1952 

| Bread | Coarse | Sovt | Bread Coarse le 

| | ‘ | doy Deans : 7 y beans 

| grains | grains |°°Y"*@0S) grains | grains Soybeans 

- ae = — — | —| | a 
| 

GR iccicecicuwe pebeadon Ee J eecneecore|eccecencce ——— lescesedaccloccecscens 
PE odcancknsésewenete weccnconssenese ésoncncese] sececeosen| sesosnscoe|sccosequnceloosuusesaclsecoeesese 
Belgium a ialiie nies ped ‘7 — neon — 7.6 | 10.8 1.8 
Brazil ; ~aen sntetieaneal 155.9 |.... | 668. 6 | 
Chile oP. ue taoeeiaae ee eee Joa oe 195.8 |_- 
ae ore pasethnccsenmesnentecbectmsenaad | a6hen 


a sennenamn 
France --_. 
Germany ; i 
Israel . ee ‘ awe 42.8 
Italy Bc a ; a diicies i | 
Netherlands senna | 
Paraguay 
Peru 




















| 
Portugal - | ; 
Sweden Sa a aes iiiks tok edie aaa ates " 
Switzerland .......-. ehaqennre tébues c i saibees 
cde itisiskh tet eingecnsinitaias 220. 3 eines 
ScuEepDuLe C.—Sold in compensation 
Stated in 1,000 long tons] 
e } e. 
1951 | 1952 
= = 
Bread | Coarse Bread Coarse 
grair grains | grains grains 
a — —|— a events 7 
Argentina , | 143. 3 
Aust } 3.0 2.7 
Belg 
Bra 
Cl 
Denmark @ 2.2 
Egypt 65. 5 | 7.2 
Ir 18.0 2 
rer ny | | 9.0 76. 6 20. 0 
Israc | 
Ita 35.7 19.0 
Ne r 1ds 25.0 18, 4 26. 9 
Paraguay 
Peru | 
Portugal 19. 5 | 
Sw n 31.0 27.0 | 38. 8 
Switzerland 25.0 | | 
Total 184. 0 39. 0 | 381.9 68. 1 





a 
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SCHEDULE D.—Sold in foreiar 


Argentina 
Austria 
Belgiu 
Brazil 
Chil 








Der 
Egy 
Fra 
Germar 

Israe] 

Italy 

Netherlar 

Paraguay 

Peru 

Portugal 8 
Sweder 

Switzerland ‘ : 

United Kingdom 1,011.1 500.8 ( g 


PN i de 1, 268.7 590. 8 


x 





